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PREFACE 
With the passage of Proposition 13 in 1978, the 
in California has undergone profound changes, 
rate. 
The Assembly Committee on Revenue and 
assessment issues resulting from Prop. 13 at a 
September 25 and 26, 1980, in San Diego. 
Two years have passed since that 
this hearing, held jointly by Assembly 
and Taxation and Local Government, is to 
four years after the passage of Prop. 13, with 
following seven topics: 
• General Overview of 
Proposition 13 
Tax Four Years 
• Allocation of Property Tax Revenues to 
Department of Finance 
• Allocation of Property Tax Revenues to Loca 
Jurisdictional Change Adjustments 
• Oversight of Property Tax Admini BOE 
Activities 
• Assessment Issues: Va of -Year 
Construction 
• Assessment Issues: Proposition 3 of June, 1982 
Ownership After Eminent Domain) 
COMMITTEE CONSULTANT 
• Review of Proposition 13 Property Tax Legal Issues and 
Litigation 
This briefing book is designed to provide Committee members 
and witnesses background on each of these topics. Each topic is 
a separate chapter. The white pages contain introductory 
material and background information, while the yellow pages 
contain relevant appendices. 
This briefing book was prepared by David R. Doerr, Chief 
Consultant to the Assembly Revenue and Taxation Committee and 
Linda Adams, Consultant to the Assembly Local Government 
Committee. 
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GENERAL OVERVIEW OF THE 
PROPERTY TAX FOUR YEARS AFTER PROPOSITION 13 
Objective of Hearin~ 
The purpose of this phase of the hearing is to provide a 
general overview of the property tax since the passage of Pro-
position 13. 
Background 
With the passage of Prop. 13 in June 1978, the property tax, 
a one hundred twenty-eight year old tax source, was radically 
changed. The rate of tax was limited to one percent of value 
(plus a rate for prior voted indebtedness) and the base of the 
tax was changed from fair market value for all property to 
acquisition value for most local real property and a fair market 
value for the balance of taxable property in California. 
This constitutional framework was implemented by the Legis-
lature with the enactment of Part 0.5 of the Revenue and Taxation 
Code and the addition of Sec. 110.1 to the Code. 
Current Assessment System 
Property in California is assessed for property tax purposes 
as follows: 
1. 1975 Base Year Value. Assessed values of most real 
property on the local assessment roll are initially 
"rolled back" to their 1975-76 levels. The assessed 
value of personal property and real property on the state 
assessment roll (i.e., utility properties) continues to 
be based on "fair market value". (Some local real 
properties, such as Wiliamson Act property and golf 
courses, are assessed pursuant to separate Constitutional 
provisions.) 
If a property was "periodically reappraised" (1) for the 
March 1, 1975 lien date, then the value of that property 
as shown on the 1975-76 assessment roll becomes the "base 
(1) A "period1c reappraisal" is a general review by the assessor 
of values of properties in a given geographic area or of a 
type, which results in a change of value for the property in 
question. 
2 
( ) • 13. A 
the 1975-76 value on roll 
property's 1974-75 value, a reappraisal 
However, the assessor may rebut this 
showing was not due to 
If the property was lly 
1975-76, or received an increase 
that 
sa . 
attributable to a period reappraisal, then the assessor 
must create a base value for that on 
the same "factors and indicia of fair market value 
actually utilized in appraisals ... for the 1975 lien 
date". ( 3) 
2. Inflation Adjustment. Unless "new con ", a 
"purchase", or a "change in owner 11 occurs a 
1, 1975, the assessed value of a parcel of real property 
increases automatically by an inflation adjustment of 2 
percent each year, starting from the last base year 
value, i.e., March 1, 1975 or later. (The increase is 
actually the change in Consumer Price (CPI), not to 
exceed an annual increase of 2 percent. If CPI 
increase is less than 2 percent, or if CPI 
then the inflation adjustment would be made 
3. Declines In Value. If the fair market value of a pro-
perty is less than its base year value plus inflation 
adjustment, the value for assessment will the fair 
market value of the property. 
4. Subsequent Reappraisal. Only upon new con 
purchase or ownership change of real 
base year value established. The bas s s is 
no longer related to 1975-76 levels, but rather to the 
11 fair market value 11 of the property nn eithPr the 
date of the transfer or the date construction is 
completed. This is what the California Court 
termed "acquisition value". 
This new base year value is reflected on next 
succeeding lien date. Application of the annual 
inflation adjustment to this new base resumes 
with the second succeeding lien date. 
Upon a change ownership the entire 
improvements--is revalued. Upon new con 
that "portion" of the property which is 
is (This issue is discussed 
the "New Construction" chapter of this 
V) • 
(2) A "base year value" of real property is the 
a current market value was applied to the property 
or any subsequent year following new construct 
ownership. 






point at which 
i. • 1 1975-76, 
transfer of 
The rules adopted by the Legislature to implement the 
of owner concept are quite detailed and 
necessarily complex, reflecting the myriad ways in which 
property can be transferred. 
Basically, "change in ownership" includes the "transfer 
of a present interest in real property, including the 
beneficial use thereof, the value of which is 
substantially equal to the value of a fee interest". 
Transfers among legal entities such as partnerships and 
corporations are considered changes, unless the persons 
involved hold the same proportionate ownership shares 
before and after the transfer. Transfer of ownership 
interests (e.g., stock) among parties constitutes a 
change when there is a change in control with respect to 
corporations and when a majority interest is conveyed 
a partnership or other legal entity. 
There are some exemptions to the change of ownership 
provisions, such as transfers of property to a spouse 
and transfers of stock or a membership in certain 
housing cooperatives. 
Revenue Generated By the Property Tax 
With the passage of Proposition 13, the revenue generated by 
the property tax dropped by 52.5 percent, to $5.561 billion in 
1978-79. With the growth in assessments since then, property tax 
revenues have grown to $7.976 billion in 1982-83. For further 
detail refer to item #2 in Attachment 1 to this chapter, a paper 
prepared by Board of Equalization summarizing characteristics of 
the property tax. 
Allocation of Property Tax Revenues 
According to the Board of Equalization, property tax revenues 













The basic framework for allocating the property tax was 
established by the slature in SB 154 in 1978. Each jurisdic-
tion received a proportional share of the amount generated based 
on its share on a three year average prior to 1978. 
4 
s was f 
(1) 
by AB 8 in 1979, by s 
revenue from changes in 
on a "situs" is to 
serving the new growth, and 
va 
rnment 
{2) that a portion of the schools' tax 
base was shifted to cities, counties and str s. 
This shift was made to make the state "bailout" 
cities, counties and special distr 
less visible. The "bailout" is less visib the 
state makes no direct "bailout" payment to c 
counties and districts, but rather contributes 
schools the funds lost due to the property tax 
(For a more detailed discussion of the property tax 
shift from schools to cities, count s and str s, 
the reader is directed to Chapter II on Property Tax 
Allocation: Department of Finance Audit.) However, the 
state has found it necessary to reduce other state 
subventions to cities and counties 1979, 1981 and 
1982 due to an insufficiency of resources. 
Role of Property Tax As a Local Revenue Source 
the passage of Prop. 13, the share 
revenues of local government derived from the property tax 
dropped significantly. 
As illustrated in the attached tables prepared 
Department of Finance (Attachment 2 to this 
tax is still the major general purpose revenue source 
s. percentage of counties' di revenue of 
local agencies represented by the property tax for 1 82-83 is 
53%. For cities, the property tax accounts for 1% o 1 
revenues. 
Distribution of Property Tax By Property Type 
The distribution of the property tax by 





Other Local Asses Real Property 
Personal Property 
State Asses Property 
the passage of the business inventory 
66, ) , the state has been mon 
2. % 
29 % 







Characteristics of the 
Property Tax Since Proposition 13 
Prepared By 
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i ens a·l one. 
rates. 
3. ri he ax. 
s. 
4. 
5. Value ion. 
i 
1y t 
i 11 good indicators 
const ion accounted 
1704A 
between 1980-81 1981-82. 
tions and additions 11 on t 
covered by that category does 
under the tax 1 aws. 




B·:i'ding Permit Valuii~~ons l/ 
(in thou ands) -
Amount 
New Single New i~ultiple Nonresidential 
Family Family New New Alterations 
Residential Residential Commercial Industdal & Additions 
$3,169,854 $826,490 $1,296,131 $491,033 
5,621,906 1, 742,:J31 1,327,749 629,516 
7,462,136 2' 188' 778 1,890,490 1,093,684 
6, 778,332 2,879,144 2,477,674 1' 556' 132 
6,885,513 2,801,772 .3,375,878 1,811' 954 
5,328,008 2,524,918 3,271,622 1,273,627 
4,128,903 2,148,548 3,957,799 1,483,353 
As a Percent of Total 
51.5% 13.4% 21.1% 8.0% 6.0X 
57.6 17.8 13.6 6.5 4.5 
56.8 16.7 14.4 8.3 3.8 
47.4 20.1 17.3 10.9 4.3 
44.2 18.0 21.6 11.6 4.6 
37.7 17.9 23.2 9.0 .2 
29.9 15.6 28.7 10.8 15.0 
1/ Source: Security Pacific Bank. Excludes 11 Residential Alteration iti 
"New Other Valuation." 
9 
EXHIBIT A 
Page 1 of 2 
ASSESSED VALUE OF PROPERTIES RECEIVING 
THE HOMEOWNERS' EXEMPTION AS A PERCENTAGZ 
OF TOTAL ASSESSED VALUE IN 1978-79, 1979-80, 1980-81, 1981-82 
The attached table shows the assessed value of properties 
homeowner's exemption and of all properties for the years 
1981-82. Values include both locally assessed and state assessed 
The year-to-year change in the percentage of the total tax roll 
by residential properties has been a ect of considerable interest 
recent years, and a great deal of confusion seems to exist this 
subject. Since the change in the percentage of the total tax 
by properties receiving the homeowners' can be 
proxy for the cha~ in the percentage of the total tax roll 
residential property, we have presented the material in the 
in six different configurations in order to correlate the different 
that can be taken to questions regard changes. 
The first three approaches include the value of business inventories 
years in which they were assessed, 1978-79 and 1979-80. This causes a 
ficant year-to-year change between 1979-80 and 1980-81. It is a 
approach, if one is concerned only with property taxes and only with 
happened in the past. However, it does not reflect the shift from 
tax to the bank and corporation tax. Also, it is not reflective 
future trends. The last three approaches exclude the value of business 
inventories in 1978-79 and 1979-80. This allows one to view past 
of the current tax base but masks the fact that there was indeed a one 
property tax shift toward homeowners' exemption properties between 197 
and 1980-81. Although there was a small amount of business inventories 
properties receiving the homeowners' exemption in 1979-80, we have no 
estimate of the exact amount. Consequently we have assumed the value of 
homeowners' exemption properties to be the same whether inventories are 
included or not, but this does not distort the associated 
Within each of the two treatments of business inventories we have shown 
gross assessed value, assessed value excluding nonreimbursable 
and assessed value excluding all exemptions. Year-to-year changes in 
gross assessed value are almost identical to changes in assessed value 
excluding nonreimbursable exemptions. Excluding all exemptions increases 
the movement toward, or decreases the movement away from, homeowners' 
exemption properties. ~1ich of the six configurations is appropriate 
to use in any given analysis is dependent upon exactly what points are 
being raised. 
Statistical Research and Consult 



























Overview of Local General Purpose 
Revenues Since Proposition 13 
Prepared By 






COUNTY GENERAL PURPOSE REVENUES!/ 
(In millions) 
Percent Percent Percent 
1977-78 b/ Change 1978-79 b/ Change 1979-80 b/ Change 
Property taxes $3,013.5 6.0 $1,339.4 -52.2 $1,830.8 27.2 
Sales tax 224.6 14.7 246.3 9.7 282.5 14.7 
Other taxes 150.2 19.8 173.9 15.8 202. 4.!/ 16.4 
Fines & penalties 93.7 8.3 108.1 15.4 118.6 9.7 
Use of money & property 174.4 34.5 265.4 52.2 368.g 39.0 
Alcohol beverage license 3.7 37.0 3.7 -- 3.8 2.7 
Vehicle license fees 235.5 22.3 268.5 . 14.0 318.8 18.7 
Trailer coach 15.2. 6.3 16.3 7.2 20.4 25.2 
Other state in-lieu 4.8 4.3 5.7 18.8 11.5 101.8 
ltlmeowners' 216.7 -3.6 87.1 -59.8 106.9 22.7 
Business inventory 127.9 7.6 88.9 -30.5 70. 1.£/ -21.1 
1-' Federal revenue sharing 318.9 10~6 314.1 -1.5 319.3 1.7 w 
Other revenue 98.3 7.9 158.2 60.9 152.8 -3.4 
SB 154 Block Grant -- -- 424.2 
Total $4,677.4 8.3 $3,499.8 -25.2 $3,806.8 8.8 
a/Includes San Francisco. 
~11977-78 through 1980-81 from Controller's Report on Financial Transactions Concerning California 
Counties. 
£lone time $17.4 million reduction in business inventory. 




Percent Estimated Percent Prior to Percent With SB 1326 Percent 
1980-81 b/ Change 1981-82 C/ Change Reductions Change Effects c/ Change 
Property taxes $2.102.0 14.8 $2,356.@/ 12.1 $2,605. 7E_/ 10.6 $2,605.7!!/ 10.6 
Sales tax 299.6 6. 1 319.1 6.5 349.1 9.4 349.1 9.4 
Other taxes 201.6 -.4 201.6 -- 201.6 -- 201.6 
Fines & penalties 141.2 19.1 158.1 12.0 177.1 12.0 177.1 12.0 
Use of money & property 375.1 1.7 375.1 -- 337.6 -10.0 337.6 -10.0 
Alcohol beverage license 3.8 -- 0 -- 0 -- 0 
¥ehicle license fees 339.2 6.4 320. 7~_/ -- 383.7 343. lf./ 
Trailer coach 15.1 -26.0 i 5.1 -- 15.1 -- 15.1 
Cigarette Tax 15.9 -- 16.4 . -- 16.6 -- 16.6 
Open Space 12.9 -- . 12.9 12.9 12.9 -- --
Homeowners' 108.4 1.4 110.0 1.5 111.8 1.5 111.8 1.5 
f-' ,..,. 
Business inventory 175.9 148.0.9/ 196.9 8.8 181.0 -- --
Federal revenue sharing 266.7 -16.5 244.0 -9.2 244.0 -- 244.0 
Other revenue 216.3 41.6 237.9 10.0 261.7 10.0 261.7 10.0 
FALA 7.5 
LARF -- -- -- -- -- -- 3.0 
Unsecured Ro 11 -- -- 24.0 
Total $4,281. 2 12.5 $4,538.9 6.0 $4,913.8 8.3 $4.860. 9h/ 7.1 
from ler's on Financial Transactions Concerni California Counties. 
of Fi Growth rate for sales tax, property tax, tax ief. and shared revenues are those used 
sumes for 1981-82 1982-83 and that 7 percent of growth goes to • Basic assessed 
value s for 1981 and 12.0 percent for 1982-83. 
one-time of $21.5 million. 
vehicle l fees counties 
million for unsecured 




COUNTY COSTS FOR STATE DEFINED 
HEAlTH AND WELFARE AWGRAMS 
(In thousands) 
Percent Percent Percent Percent Percent 




Mental Health 28,08@/ -- -- -- -- -- -- $35,118 -- $35,411 
AFOC-Net of Olild 
Support Incentives£/ 322,408 -$6,794 -- $78,627 -- $108,710 38.3 128,628 18.3 112, 447!!/ -12.6 
Social Services-Adult 
Services and Child 
Protection Services~/ 45,203 42,985 -4.9 48,926 13.8 53,104 8.7 53,897 1.5 54,219 .6 
County Administration!/ 95,460 61 --· 100,834 -- 126, 765 25.7 140,487 10.8 140,960 .3 
Alcohol Programs -- -- -- -- -- -- -- 3,376 -- 3,376 
Drug Programs -- -- -- -- ---- 2,821 -- _.b.821 
Total $1,067,526 $36,252 -96.6 $228,387 $288,579 26.4 $364,327 26.2 $349,234 -4.1 
atsource: Governor's Budget 
~/Includes alcohol and drug abuse program matches. 
~/Includes AFOC-Family Group (FG) and Unemployed Parent (U) and Boarding Homes and Institutions (BHI). 
_/Reduced by $6.9 million from excluding the nonfederally eligible AFDC-U. 
f1Inc1udes Adult and Family and Children's Service Block, Demonstration programs, In-Home Supportive Services (IHSS), and Work Incentive Program (WIN). 
_/Includes Food Stamp and AFDC. 
Total General Purpose Revenues 
County Costs for State-Defined 
Health and Welfare Programs 








GENERAL PURPOSE REVENUES AMJSTED FOR COUNTY COSTS 
FOR STATE-DEFINED HEALTH AND WELFARE PROGR~S 
(In millions} 
Percent Percent 
1978-79 Change 1979-80 Change 1980-81 
$3,499.8 -25.2 $3,806.8 8.8 $4,281.2 
-36.3 -96.6 -228.4 -- -288.6 
$3,463.5 -4.1 $3,578.4 3.3 $3,992.6 
Percent Percent Percent 
Change 1981-82 Cha11ge 1982-83 Change 
12.5 $4,538.9 6.0 $4,860.9 7.1 
26.4 -364.3 26.2 -349.2 -4. 1 
11.6 $4,174.6 4.6 $4,511.7 8.1 
September 20. 1982 
TABLE 4 
CITY GENERAL PURPOSES REVENUES~/ 
(In millions) 
Percent Percent 
197 8-79 b/ 
Property taxes $1,053.2 9.9 $518. 1 -50. 
Sales tax 876.2 17.9 996.6 13.7 
Other taxes 524.9 12.1 629.4 19.9 
Fines & penalties 87.4 2.1 96.4 10.3 
Use of money & property~/ 122.1 26.5 197.3 61.6 
Alcohol beverage license 10.2 45.7 10.3 1.0 
Vehicle license fee 212.4 20.6 239.8 12.9 
Trailer coach 6.0 6.5 8.3 
Cigarette tax 67.5 6.3 66.1 -2.1 
1-bmeown e r s' 80.8 4.8 32.6 -59.7 
Business inventory 43.3 -.2 21. 7 -49.9 
Federal revenue sharing 198.5 4.2 205.3 3.4 
Other in-lieu 3.5 -2.8 3.7 5.7 
Other revenue 230.6 15.4 283!7 23.0 
SB 154 Block Grant 220.8 
Total $3,516.6 12.8 $3,528.3 .3 
~/ooes not include San Francisco. 
£11974-75 through 1979-80 from Controller's Report on Financial Transactions 
California Cities. · 
£/Estimated by Department of Finance. Growth rates for sales tax, property tax, 
revenues, and use of money and property are those used for the Budget. 
~/Reflects one time VLF reduction of $109.5 million. Without reduction growth 
in 1981-82 and 10 percent in 1982-83. 
elone time $21 million reduction in business inventory. 
LIExcludes $10 million for interest from the unsecured roll. 
~/Without reduction in 1981-82 growth rate would be 10 percent. 










Percent Percent Prior to Percent With SB 1326 Percent 
1980-81 E_/ Change 1981-82 sJ Change Reductions Change Effects Change 
Property taxes $840.4 13.8 $942.1~/ 12. 1 $1,041.9~/ 10.6 $1,041. 9~/ 10.6 
Sales tax 1,214.9 6.3 1,293.9 6.5 1,415.5 9.4 1,415.5 9.4 
Other taxes 833.4 15.0 933.4 12.0 1.045.4 12.0 1,045.4 12.0 
Fines & penalties 131.4 16.7 144.5 10.0 159.0 10.0 159.0 10.0 
Use of money & property 348.4 25.3 383.2 10.0 356.4 -7.0 356.4 -7.0 
Alcohol beverage license 11.0 3.8 -- -- 0 -- 0 
Vehicle license fee 313.6 5.7 208.4~_/ -29.1 . 356.3 -- 135. 3f/ 
Trailer coach 6.5 -7.1 6.5 -- 6.5 -- 6.5 
Cigarette tax 68.4 6.4 70.4. 2.9 78.2 8.8 71.4 
tbneowners' 44.8 1.8 45.5 1.5 46.2 1.5 46.2 1.5 
1-' 
(X) Business inventory 69.8 -- 61. '1J_/ 2.9 78.2 26.3 71.9 
Federal revenue sharing 241.4 12.2 263.9 9.3 263.9 -- 263.9 
Other in-lieu 3.6 -- 3.6 -- 3.6 -- 3.6 
Other Revenue 266.9 -3.5 266.9 -- 266.9 -- 266.9 
FALA 22.4 
LARF -- -- -- -- -- -- 7.0 
-
Total $4,416.9 12.2 $4,624.2 4;7 $5,118.0 10.7 $4.890.9 5.8 
Financial Transactions California Cities. 
rates for sales property tax, ief, shared revenues, and use money and propert.y are 





The purpose of 
Department of 
property tax revenues 
the counties, and 
on this subject. 
Background 
fol 
for a temporary 






































Excerpt from AB 777 





ASSEMBLY BILL NO. 777 (CHAPTER 100, 
Section 38. Prior to June 1, 1982, the Director 
allocation of property tax revenues in a representative 
as determined by the Director, to determine whether 
allocated in accordance with law. 
Notwithstanding any other provision of law, the 11 1 
cigarette tax subvention and, if necessary, the business inventory tax 
reimbursement, to local jurisdictions other than school ities, by the 
amount of any errors in the allocation of property tax revenues 
jurisdiction. 
The Director shall determine the total amount of the adjustments 
Controller pursuant to this section and shall divide that sum by 
1981-82 fiscal year appnrtionments to all school distri 
districts, and county superintendents of schools by 
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OCTOBER 7, 1982 DEPARTMENT OF FINANCE (DOF} PRESENTATION 
ON 
THE AB 777 PROPERTY TAX ALLOCATION AUDIT 
Departmental Representative: Kerry M. Adlfinger 
Senior Program Review Analyst 
Background: 
AB 8 (Chapter 282, Statutes of 1979) was enacted over three years ago • 
It established the basic system, which is in place today, for having county 
Auditor-Controllers allocate one percent property tax revenues between 
counties, cities, special districts and schools. The audit that I am 
reporting upon was the first field review to determine how well the counties 
are conforming with AB 8 requirements. The audit was required by AB 777 
(Chapter 100, Statutes of 1981) and covered twenty counties. 
Findings: 
A. SUBSTANTIAL COMPLIANCE. The overall finding is that the counties 
are substantially in compliance with legal requirements. Generally, the 
errors which were uncovered were insignificant in comparison to the volume of 
dollars allocated. Generally, the State can have confidence in how local 
government is administering the property tax allocation laws. 
B. PROCESS SIMPLIFICATION. Another finding is that it may be possible 
to simplify the allocation process. A simplified, short-cut allocation 
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is an area t. 
II II cou i es are 
ies in a way which leaves 
these es are entitled. In 
issue of whether an agency's 1i 
extra revenue located inclusion 
redevelopment in the AB 8 allocation 
Other findings with respect to lopment are at: 
* redevelopment revenue consti a significant portion of non-
service property taxes (about 3.6 percent during 1981-82 in 
counties with redevelopment agencies); 
* because of the revenue significance. some local agencies are 
negotiating a return of some the redevelopment increment as a 
condition to not litigating against establishment of a 
redevelopment project; and, 
* the growth of local redevelopment increment increases 
expenditures since the revenue t away from schools 




amount of property tax revenues taken away from schools per the 8 
Errors in this area understated as well as overstated county 
revenues. Overstatement of county revenues was a major finding in our rev 
es County. 
referred the audit exceptions to the counties for adjus 
1982-83. 
**** 
ition we uncovered some local government concern with the ~nbigui 
t es. 
F. AMBIGUITIES. The statute controlling property tax transfers upon 
formation of cities and special districts (i.e., Government Code 
54790.3) is ambiguous with respect to: 
the data which should be used to determine how much revenue should 
transferred; 
2. when the revenue should be transferred; 
3. the amount of annual tax increment which should be transferred in 
subsequent years. 
ile the counties reported that their experience with the statute has been 
generally satisfactory, the ~nbiguity has caused a difference of opinion in 
least one county. 
We also note that inter-county inconsistency has developed in regard 
whether the property tax revenues from non-business aircraft are to be 
allocated via the regular AB 8 processes or, instead, through Sections 5451 
throu~tl :5456 of the Revenue and Taxation Code. The statutes are not explicit 
on this issue. 
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A number of the problems which were previously covered seem 1 
ive legisl ion. As a result, is worki 
islation the succeeding legislative session. 
**** 
As I noted, the DOF is continuing its review of 
locations; this review is specifically focusing upon the fourteen 1 
ies which were not r8viewed as part of the AB 777 effort. The re 
igned to provi oversight and guidance with respect to the aom s 
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Issues to be Discussed 
1. What problems, if any, have the above ambiguities caused 
implementing the formula for the allocation 
taxes to new cities and distr ? 
should be made to clarify these amb 
2. Does adherence to the formula re the trans 
amount of property tax which accurately reflects amount 
of property tax spent by the affected local agency 
service which is being transferred to the juri I 
not, what changes or additions to this statutory formula 
are necessary? 
3. What role should LAFCO play in 
transfers? For example, should LAFCO have the discretion 
to determine the appropriate amount of property tax revenue 
to be transferred from affected local agencies to a new 
city or special district? Should LAFCO's re 1 
for determining property tax transfers be limited to 
applying a statutorily prescribed formula to 
submitted by the affected local agencies? Should LAFCO 
have the authority to resolve disagreements 
affected agencies over the accuracy of the fiscal 
information submitted to LAFCO? 
Jurisdictional Changes Other Than City Incorporations and 
District Formations 
For jurisdictional changes other than c 
district formations, current law provides for the 
property tax revenues to be determined through negotiation. 
governing bodies of all local agencies whose service responsi-
bilities would be altered by the change are responsib for 
tiation of the exchange of property tax revenues. However, 
event that a special district is affected by a j 
change the county board of supervisors in most 
sible for negotiating any exchange of property tax on 
behalf of the district. The negotiation process 
1. Upon receipt of an application or reso 
dictional change pursuant to the Municipal 
(HORGA) or the District Reorganizatidn Act (DRA) 
executive officer must notify the county assessor 
county auditor of the proposed jurisdictional 
identify each local agency whose 
responsibility will be altered by 
change. 
2. Based on information provided by the county assessor 
county auditor is required to noti the f 
each local agency whose service area or 
sibility will be altered of the amount of 
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OVERSIGHT OF PROPERTY TAX 
BOE MONITORING 
Objective of the Hearing 
The purpose of this phase of the 
results to date of the State Board of 
"monitoring" assessments made by county 
if additional legislation is needed on 
Purpose of Monitoring 
Under its "monitoring" program, the State 
independently appraises a sampling of 
counties each year. These assessments 
assessed values placed on the roll by 
information is reported to interested 
urged by the Board to take steps to correct 
differed from Board-determined values and 
and procedures which caused the di 
The purposes of this program are: 
1. Protection of the State General 
under-valued by county assessors 
loss and consequently a 
support. For every do 
assessment, the state General Fund 
dollar. The Board believes mon 
to pressure assessors to 
thereby protecting state fisca 
2. Tax Equity. A uni 
equity. If taxpayers are asses 
which is greater or lesser than 
or other applicable statutes, 
The Board believes that the 
assessors with formation 
3. Source of Data. 
special topic surveys 
analysis. 
4. Checks and Balances. Monitoring 
safeguard, an independent audit of 
There are large amounts of money 
customary under those 
review to guard 
occur. 
of Equalization 















The original reason for the establi of 
Equalization in 1870 was to equalize assessments 
s. From 1870 until the passage 
ducted an annual inter-county equalization 
measurement of county assessment 
to adjust state subventions based on s (so 
counties that under-assessed didn't get more state due to 
under-assessment). The Board also occasional or lowered 
all assessed value on the local roll. In recent -Prop. 13 
years, however, few orders were issued. In 1977, the last year of 
ratio-finding by the Board, the Board let stand an 18.1% assessment 
ratio in San Luis Obispo County, a ratio well outs of the 
lerance range long used by the Board. rat 
have been 25%.) 
While the California Constitution still contains 
requiring the Board to measure county assessment 
and to bring those levels into conformity 
secured local assessment rolls, the Legislat 
ffered the view that the Board can no 






Prop. 13. (Refer to Attachment 1 for text of Counsel opinion.) 
Recognizing this dilemma, the Board 
"monitoring" program as a substitute for 
In late 1979, the Board received budgetary 
Department of Finance for this program and 
980-81 state budget and passed by the 
1980, the Board presented details of 
Assembly Committee on Revenue and Taxation 
Diego. 
The general consensus of the members 
there was a need for some type of 
sessrnent levels to protect the state's 
property tax, and that the Board's monitor 
reviewed periodically by the Committee to 
In the budget trailer bill of 1982 (SB 1 2 , 
monitoring program was incorporated into statute. 
through 52 of SB 1326, reproduced in 
Findings of Monitoring Surveys 
The result of the first cycle of 
Board sampled the 1980-81 assessment rol 
Attachment 3 to this chapter contains BOE 1 s 
the 1980-81 findings. 
County values were found to be lower 
values by an aggregate $6.9 billion. The 
assessors had placed a higher value than 




assessments were lower than the BOE staff's an aggregate 
total of $8.439 billion. (See Exhibits B through H in Attachment 3 
to this chapter for a more detailed breakdown of the results of the 
1980-81 surveys.) 
The state General Fund fiscal implicat of 
between the state and local values for 1981-82 
counties alone is in the range of $30 million of 
state via the school funding formulas. 
Need for Statutory Mechanism to Protect State General Fund 
from Underassessment? 
to 
At present, there is no mechanism which will protect the 
state's General Fund from under-assessment. to Prop. 13, the 
findings of the Board's inter-county equalization work were used to 
adjust school subventions. This was known as the "Collier factor". 
Since the passage of Prop. 13, the state General Fund has been 
liable for any property tax lost to schools due to underassessment. 
The Board believes its monitoring program and gentle persuasion are 
helpful in correcting under-assessments. 
Is some further statutory mechanism desirable? Is the develop-
ment of such a mechanism feasible, considering the constraints of 
Prop. 13? Would such a mechanism be cost-effective? 
The Committee may wish to request staff to organize a task 
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Do the provisions of Section 2 of Article XIII A 
of the California Constitution supersede the provisions 
contained in Section 18 of Article XIII of the California 
Constitution requiring the State Board of Equalization to 
measure and adjust county assessment levels? 
OPINION 
Section 2 of Article XIII A of the California 
Constitution supersedes the provision$ requiring the State 
Board of Equalization to measure and adjust county assessment 
levels contained in Section 18 of Article XIII of the 
California Constitution. 
ANALYSIS 
Section 18 of Article XIII of the California 
Constitution requires the State Board of Equalization to 
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SEC. 52. Section 15645 of the Government Code is amended to 
read: 
15645. Upon completion of a survey of the procedures and 
practices of a county assessor, the board shall prepare a written 
survey report setting forth its findings and recommendations and 
transmit a copy to the assessor. In addition the board may file with 
the assessor a confidential report containing matters relating to 
personnel. Before preparing its written survey report, the board shall 
meet with the assessor to discuss and confer on those matters which 
may be included in the written survey report. 
Within 90 days after receiving a copy of the survey report, the 
assessor may file with the board a written response to the findings 
and recommendations in the survey report. 
The survey report, together with the assessor's response, if any, 
and the board's comments, if any, shall constitute the final survey 
report. Within a year after receiving a copy of the final survey report, 
the assessor shall file with the board of supervisors a report, 
indicating the manner in which the assessor has implemented, 
intends to implement or the reasons for not implementing, the 
recommendations of the survey report, with copies of such response 
being sent to the Governor, the Attorney General, the State Board 
of Equalization, the Senate and Assembly and to the grandjuries and 
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BOE: September 20, 1982 
ASSEMBLY REVENUE AND TAXATION COMMITTEE 
Information for Hearings on 
Aspects of the Property Tax 
Monitoring Local Assessments 
(1) The results of the Board's monitorfng program. 
With the adoption of Article XIII A in June of 1978, the fiscal 
relationship between state and local government was drastically 
altered but not the role of the Board in overseeing the perform-
ance of the local assessing authority. The techniques employed by 
the Board in performing this task had to be morl-ified, but t~~ need 
remained. 
a. The purpose of monitoring and ho~_,it protects state fiscal 
interests. 
The provisions of Article XIII A, as implemented by legisla-
tion brought about three significant factors affecting the 
administration of the property t~x. First, the tax rate 
applicable to- property was reduced from about 2.6 percer.t 
statewide to about 1.15 percent. This new rate became a max-
imum figure; and due to the reduction in revenues~ it also 
became a minimum figure (with only three exceptions in recent 
years}. With a virtually fixed rate, the taxing agencies can 
no longer alter the tax rate on property to meet their bud-· 
geted needs. Rather, they must first 1 oak to the assessed 
value, then apply the fixed rate to determine the revenues 
available to meet the budgeted needs. This makes tha 
assessed value the single most important factor in deter-
mining property tax revenues. If counties, cities and dis-
tricts are to receive the revenue to which they are entitled 
it is critical that the assessed value be at the correct 
level. Anything short of that requires a State General Fund 
contribution unnecessarily. 
Secondly~ the initiative seriously restricted the ability of 
the assessor to add value to the local assessment roll. Only 
in cases where there is new construc:ion or an ownership 
change can the assessor look for added value. Even then, 
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b. 
follows: (1) those assessments still retaining their 1975 
base value, (2) those assessments where a change in ownership 
has caused the latest value change, (3) those assessments 
where new construction has caused the latest value change, 
(4) those assessments whose values are not covered by Article 
XIII A, and (5) those assessments, both real and personal, on 
the unsecured roll. 
Within each class, two types of determination are made: 
first, do we concur with the way the assessor handled the 
assessment (i.e., was it an ownership changes was there new 
construction, etc.), and secondly, where· there are differ-
ences, do we concur with the va 1 ue enro 11 ed by the assessor. 
Ther~ is considerably more to this phase that can be covered 
in this text due to its length. (It is our intention to 
supplement this portion by oral testimony at the hearing.) 
An important point, however, is that where there are value 
differences, a "tolerance" has been established wherein 
differences in the sample assessments will be eliminated if 
they do not form a pattern of either overor undervaluation. 
In eight of the first ten counties sampled, these nsubstan-
tia1~y equivalent" items were resol~ed in t~e counties' 
favor. In the remaining two counties, some differences were 
retained and others eliminated. 
The results of this sampling are summarized for the county 
with special emphasis on identifying the source of the value 
difference. These summaries and the individual appraisals 
are then reviewed by the assessment practices crew for phase 
two of the county survey. 
It is the objective of phase two to identify the cause or 
causes of the differences identified by the sample and to 
make specific recommendations on how to eliminate or substan-
tially reduce the source of the difference. There will be 
instances where a recommendation results in a need for a 
county ordinance for example, requiring that all permit 
issuing agencies report all building permits and related data 
to the assessor. (This would stem from instances where cer-
tain agencies are either not supplying copies of permits or 
in more frequent instances are screening the permits.) In 
other cases our recommendations may directed to changes in 
other county agencies i.e. local assessment appeals boards~ 
data centers~ etc. 
This assessment practices phase dea 1 s with the tot a 1 assess-
ment function but with special emphasis on the valuation 
issues. Section 15642 of the Government Code (as amended by 
SB 1326 Chapter 327, in 1982) sets forth the charge for these 
surveys as follows: 
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Here it appears that almost half of the value has been reap-
praised since 1975 due to one or more ownership change. 
Exhibits 0 - H show both the percentage differences in 
assessments and the taxable value amount resulting from the 
sampling of the first 15 counties for each of the five 
assessment types. The counties have been left unidentified 
at this time as there may be instances where the differences 
can be better identified and classified after the assessment 
practices survey crews have worked with the underlying data. 
These data are shown here to demonstrate that there are a 
significant number of instances where there are significant 
differences, and the amount of taxable value in dispute is 
substantial. 
Once the assessment practices survey has been published, 
there are two provisions for follow-up. First, the assessor 
must respond to th<: rc:port within one year of its release. 
(Pursuant to a statute enacted June 30, 1982, the assessor is 
now provided the option to present his reponse as a part of 
the report; however, not enough time has elapsed to even 
consider this as a follow-up.) In the assessor's response, 
ther·e may be some material in the form of a follow-up, how-
ever, that has not generally been the form it has taken. 
Rather, it is a listing of those recommendations the assessor 
concurs with and will implement and an explanation of why the 
other recommendations will not be implemented. 
The second form is the subsequent survey (now five years 
apart) where the staff reviews each recommendation in the 
preceding survey to evaluate if the assessor has compiled and 
to the degree of implementation. 
Perhaps a more productive procedure would be to have a sepa-
rate formal report to the same parties as received the first 
report, two years later, reporting on the degr~e of compli-
ance of the recommendations. This report would bridge the 
present five-year gap. 
e. Is any further legislation needed? 
There is the feeling among many that the law should contain 
specific language on actions the state shoui£1 take to make 
sure the subventions to local government, and especially 
school districts, not be increased to compensate for the fact 
that the local roll does not contain the full measure of 
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taxable value allowed. While we strongly concur that prac-
tices causing undervaluation should not be rewarded, we feel 
that caution should be exercised before initiating legisla-
tive action. As the first round of surveys are completed, we 
should gain some valuable experience as to how well the local 
taxing authorities respond to the recommend at ions. If expe-
rience demonstrates that stronger legislative measures are 
needed, then they can be addressed at that time. The real 
interest of the State of California in reducing deficiencies 
in the local roll and monitoring proper assessed values is a 
loss of State General Fund money if taxable property, for 
whatever cause, remains underassessed. 
(2) Special Topics Surveys 
A third and distinct part of the Board's survey activity includes 
the publication of Special Topic Surveys. These are designed 
especially to report on and give assistance to the Legislature, 
the Board and the Assessor by investigating current issues that 
affect more than one county or for which a "need to know" has 
arisen. Two reports have issued since Proposition 13; one on 
oil and gas producing properties and one on agricultural prop-
erties under California Land Conservation contracts. The Board 
will issue a third Special Topic Survey on "New Construction. 11 
Copies will be availabl by the time of the aring and will be 
presented then. The new ion survey summarizes practices 
among the various county assessors and sets forth the Board 
staff's recommended sition on a number of curre issues related 
to new con ruction. As the ia1 ic is reviewed by 
the assessors and i sted parties, issues may 
develop that could eventual le to legislation ng. 
6 
[&ta EXHIBIT A 
TABLE 15-1980-81 GENERAl PROPERTY TAX DOLlAR •, BY COUNTY 
Counl)' City Countyb 
Alameda................... . ................... . 
Alpine ............................................................... . 
Amador.. .. ......................... .. 
Butte ........................................................... _ ........... . 
Calaveras ................................................................ . 
Colusa .................. . ................................ .. 
Contra Costa ............ . 
Del Norte .......................................................... .. 
ElDorado ...... . 
Fremo. 
Glenn ............. . 
Humboldt ................................................................ . 
~~ra~ :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Kern ........................................................ .. 
Kings ........................................................................ .. 
Lake ......................................................................... .. 
Lassen....................... .. .................. . 
Los Angeles ............................................................ .. 
Madera ..................................................................... . 
Marin ....................................................................... .. 
~:.r:~~ ::::::: ::::::::::::::::::::::::::::::.::::::::::::::::::::::::: 
Merced .................................................................... .. 
Modoc ....................................................................... . 
Mono ......................................................................... . 
Monterey ................................................... .. 
Napa .......................................................................... .. 
Nevada ..................................................................... . 
Orange ..................................................................... . 
Placer ........................................................................ . 
Plumas ..................................................................... . 
Riverside ................................................................. . 
Sacramento . .................. .. .................... . 
San Benito....... .. .................. . 
San Bernardino 
San Diego ....................................................... . 
San Francisco . 
San Joaqurn .. 
San Luis Obispo . 
San Mateo ... 
Santa Barbara ...... 
Santa Clara 
Santa Cruz 
Shasta ................ . 
Sierra ............. .. 
Siskiyou ............ . 







Tuolumne .. . 
Ventura ................... .. 
Yolo 
Yuba .. 
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Property tax dollars 
School purpose b Other districts Total 
4 5 6 
$.30 $22 $1.00 
.20 .13 1.00 
.54 .02 1.00 
.59 .ll 1.00 
.57 .15 1.00 
.51 .09 1.00 
.36 .31 1.00 
.57 .10 1.00 
.42 .22 l.OO 
.44 .14 1.00 
.55 .06 1.00 
.47 .ll 1.00 
.50 .06 1.00 
.52 .H 1.00 
.45 .ll 1.00 
::n .10 1.00 
43 .19 1.00 
.6! .fJ7 1.00 
.23 .15 1.00 
.60 .10 1.00 
.43 .17 1.00 
.61 JJ7 l.OO 
.51 .08 1.00 
.44 .09 1.00 
.53 .06 1.00 
.35 .28 1.00 
.51 .12 1.00 
.55 .08 1.00 
.49 .21 l.~lO 
.54 .17 LOO 
.48 .19 1.00 
.59 .14 1.00 
.44 .20 1.00 
37 .20 1.00 
.61 .13 1.00 
.38 .24 1.00 
.53 .10 1.00 
.08 .o7 1.00 
.37 .12 1.00 
.56 .06 1.00 
53 .10 1.00 
.49 .18 1.00 
.53 .10 1.00 
53 .13 LOO 
61 .01 1.00 
.28 .12 l.OO 
.53 05 1.00 
.36 .10 1.00 
.50 .09 i.OO 
60 05 100 
49 .10 1.00 
.33 05 1.00 
.60 .06 LOO 
.44 .08 1.00 
.53 .09 1.00 
.41 24 LOO 
.46 .10 l.OO 
.46 .11 LOO 
$.15 $1.00 
b County \e'itit.-'1 for schnul purposes !uch a! jU'110r coileg(" tuition and countywide 
school te~ are 1ncluded with scnooJ ievtes. 
TABLE 16-Discontinued. 
In previou~ reports thi> table pre\ented data on sever..<l types of property which received speci<~l tax tre:1trnent, such as private aircraft, 
documented ve,;sels, and baled cotton. 
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EXHIBIT B 
TABLE 1 - Distribution of 1980-81 Assessments by Assessment 
Types in 15 Counties in Boards Survey Sample 
Number of Assessments 
Base Yr. Trans- N~w Construe-
County 75 y fer ..b./ tion sJ Not 13 !Y Unsecured 
Alpine 680 611 162 28 271 
Contra Costa 103,'433 101,979 22,268 410 35,581 
El Dorado 31,147 33,103 8,362 2,810 6,141 
Glenn 5,926 3,157 821 1,216 1,093 
Humboldt 31,852 15,015 3,227 8,447 6,285 
Imperial 45,972 12,001 3,619 ------ 4,521 
Kings 15,943 8,685 2,478 4,978 2,727 
Mono 4,365 5,080 1,460 1 1,328 
Orange 232,677 270,225 33,732 4,166 107,414 
San Bernardino 270,149 223,414 40,571 1,850 30,148 
San Francisco 102,961 46,910 2,402 ------ 34,755 
San Luis Obispo 38,969 33,873 9, 221 2,930 8,401 
Solano 32,355 36,133 5,580 1' 952 9,105 
Stanislaus 34,377 12,188 36,672 6,406 9,472 
Trinity 4, 722 3,279 2,365 793 2!375 
Total 955,528 805,653 172,940 35,987 259,617 
Percent (42.9) (36. 1) (7.8) ( 1.6) (11.6) 
~I Assessments where the base year was 1975 and the only change in 
enrolled taxable value was due to the inflation factor. 
!:./ 
Ej Assessments where a change in ownership caused the last reappraisal. 
£/ Assessments where new construction caused the last reappraisal. 
£! Assessments where part or all of the real property is excluded from 
the value limiting features of Article XIII A (i.e. open space, 
timber, etc.) 
~I Assessments, both real and personal, on the unsecured roll. 
State Board of Equalization 
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EXHIBIT C 
TABLE 2 - Distribution of 1980-81 Taxable Value by Assessment 
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New Construe-
on c 13 d Unsecured ~/ 
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(5.9) Percent (28.5) ( 48. 1 ) (15.6) (1.9) 
~ Assessments where the base year was 1975 and the only change in 
enrolled taxable value was due to the inflation factor. 
Ql Assessments where a change in ownership caused the last reappraisal. 
£/ Assessments where new construction caused the last reappraisal. 
~/ Assessments where 
the value 1 imiti 
timber, etc ) 
~ Assessments, both real 
4 
the real property is excluded from 
le XIII A (i.e. open space, 
l, on the unsecured roll. 




Table 3A- Results of Sampling Assessments From 1980-81 Assessment Roll 
in 15 Counties-Boards Survey Sample - Arrayed by Degree of Conformity~/ 
(Assessments with 1975 base year values) 
Cases where county Cases where county Cases where county 
over SBE Staff under SBE Staff and SBE staff differ 
• 1% • 1% .3% 
.1 1.4 1.6 
• 1 1.9 2.0 
1.9 .9 2.8 
2.1 2.2 4.3 
. l 5.8 5.9 
.2 5.8 6.0 
.5 5.9 6.4 
2.0 4.8 6.8 
1.8 6.3 8.1 
.2 8.0 8.2 
0 9.3 9.3 
5.0 4.6 9.6 
1. 7 9.8 11.5 
3.5 14.6 18.1 
A 11 15 Counties • 9% 6.4% 7.3% 
Cases 8,322 60,817 69,139 
Taxable Value: 
County $897,400,000 $6,554,800,000 $7,452,200,000 
SBE Staff 795,200,000 8,533,200,000 9,328,400,000 
Difference $102,200,000 $1,978,400,000 $1,876,200,000 
2/ Percent of assessments where there are differences betwt:en county and SSE 
staff. 
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EXHIBIT 
Table 3B - Results of Sampling Assessments From 1980-81 Assessment Roll 
in 15 Counties-Boards Survey Sample- Arrayed by Degree of Conformity ~/ 
(ASSI!Ssments with Ownership Changes) 
Cases where county Cases where county Cases where county 
over SBE Staff under SBE Staff and SBE staff differ 
1.8% 5.4% 7.2% 
6.8 .3.0 9.8 
6.2 4.0 10.2 
2.8 14.9 17.7 
7.0 11.6 18.6 
5.7 19.5 25.2 
4.7 20.9 25.6 
10.8 .8 34.6 
15.3 20.0 35.3 
6.3 29.2 35.5 
10.1 31.6 41.7 
6.2 41.9 48.1 
27 .o 22.3 49.3 
5.1 62.7 67.8 
49.9 87.1 
All 15 Counties 15.7% 34.2% 49.9% 
Cases 126~639 275,269 401,908 
Taxable Value: 
County $6,638,700,000 $18,758,700,000 $25,397,400,000 
SBE Staff 5,830,300,000 21,866,600,000 27,696,900,000 
Difference $ 808,400,000 $ 3,107,900,000 $ 2,299,500,000 
~/ Percent of assessments where there are differences between county and SBE 
staff. 
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Table 3C -Results of Sampling Assessments From 1980-81 Assessment Roll 
in 15 Counties-Boards Survey Sample -Arrayed by Degree of Conformity~/ 
(Assessments with New Construction) 
Cases where county Cases where county Cases where county 
over SBE Staff under SBE Staff and SBE staff differ 
.5% 14.3% 14.8% 
6.8 12.3 19.1 
2.3 26.3 28.6 
16.1 14.4 30.5 
8.3 23.0 31.3 
.5 31.2 31.7 
14.3 22.9 37.3 
8.3 39.0 47.3 
23.7 23.7 47.5 
7.0 41.3 48.3 
7.8 44.0 51.8 
7.2 48.6 55.8 
2.5 66.0 68.5 
9.0 82.5 91.5 
37.0 59.4 96.3 
All 15 Counties 15.7% 42.3% 58.0% 
Cases 27,084 73,140 100,224 
Taxable Value: 
County $2,819,000,000 $11,365,700,000 $14,184,700,000 
SBE Staff 2,485,200,000 12,629,000,000 15' 114, 200, 000 
Difference $ 333,800,000 . $ 1,263,300,000 $ 929,500,000 
~/ Percent of assessments where there are differences between county and SBE 
staff. 
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EXHIBIT G 
Table 3D- Results of Sampling Assessments From 1980-81 Assessment Roll 
in 15 Counties-Boards Survey Sample - Arrayed by Degree of Conformity~/ 
(Assessments not covered by Article XIIIA) 






Cases where county Cases where county Cases where county 

























































y Percent of assessments where there are differences between county and SBE 
staff. 
£1 Two of the 15 counties surveyed do not have assessments in this category. 
State Board of Equalization 
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EXHIBIT H 
Table 3E- Results of Sampling Assessments From 1980-81 Assessment Roll 
in 15 Counties-Boards Survey Sample - Arrayed by Degree of Conformity~/ 
(Assessments on the unsecured roll) 
Cases where county Cases where county Cases where county 
over SBE Staff under SBE Staff and SBE staff differ 
20.4 % .8% 21.2% 
10.1 25.5 35.6 
.7 35.8 36.5 
4.1 36.1 40.2 
19. 3~ 21.3 40.7 
5.0 37.3 42.3 
5.6 36.9 42.5 
15.9 31.2 47.1 
12.0 36.8 48.8 
4.4 50.0 54.4 
5.7 50.2 55.9 
13.6 45.6 59.1 
35.7 37.2 72.9 
31.6 44.8 76.5 
35.0 45.2 80.2 
All 15 Counties 15.5% 35.4% 50.9% 
Cases 40,350 91,842 132, 192 
Taxable Value: 
County $1,286,500,000 $4,901,900,000 $6,188,400,000 
SBE Staff 1 '116, 600,000 6,750,600,000 7,867,200,000 
Difference $169,900,000 $1,848,700,000 $1,678,800,000 
~/ Percent of assessments where there are differences between county and SBE 
staff. 
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MULTI-YEAR NEW CONSTRUCTION 
70 
Objective of Hearing 
Chapter V 
ASSESSMENT ISSUES: 
VALUATION OF MULTI-YEAR 
NEW CONSTRUCTION 
The objective of this phase of the hearing is to review the 
Board of Equalization's definition of "new construction" (which 
triggers a reassessment under Prop. 13) and the problem some 
assessors are having with the Board's view, and to determine 
whether there is a need for legislative clarification. 
Major Issues 
A legal dispute is pending between the Los Angeles County 
Assessor and the Board of Equalization over the proper procedure to 
be used in valuing new construction. The dispute boils down to the 
following: 
On projects which are completed over a period of several 
assessment years, the Board favors placing portions of the project 
on the roll as they are completed, with no summary assessment when 
the project is finally completed. 
The assessor believes that, for multi-year projects, there must 
be a final summary assessment of the entire project when is 
totally complete. 
Fiscal Implications 
According to the Los Angeles County Assessor's Office, if the 
Board's view prevails, the county will be required to refund 
approximately $50-$60 million of property taxes which have been 
collected and will face a future annual revenue loss of $12-$15 
million. 
Status of Litigation 
On July 28, 1980, the Los Angeles County Assessor sued the 
Board of Equalization to have Board Rule 463 (relating to new 
construction) declared invalid in that it does not properly 
implement Revenue & Taxation Code Section 71 defining new 
construction. 
On May 6, 1982, Los Angeles County Superior Court Judge Lester 
Olson upheld the Board rule. The county is expected to appeal. 
Attachments 3 and 4 to this chapter contain the legal arguments 
of the Los Angeles County Assessor and BOE in this litigation. 
Attachment 5 reproduces the Assessor's proposed language to clarify 
Section 71 in accordance with his view. 
71 
Constitutional and Statutory Lanuage 
"New construction" of real property is one of the three events 
, under the provisions of Proposition 13, triggers 
reassessment to full cash value. (The other two triggers are 
purchase and change of ownership.) 
Article XIIIA provides no definition of new construction. In 
1978-79, the definition of new construction was left to Board of 
Equalization regulations (Rule 463). The following year, in 
response to dissatisfaction with the wording of those regulations,* 
Sections 70 and 71 were added to the Revenue and Taxation Code by 
AB 1488. 
The provisions of Sections 70 and 71 are summarized below. 
Refer to Attachment 1 to this chapter for text of the statute. 
Definition. Under these code sections, new construction means: 
(1) Any addition to real property (either land or improve-
ments); and 
(2) Any alteration of land or improvements which either: 
(a) converts the property to a different use (which is 
not further defined) , or 
(b) constitutes major rehabilitation, which is defined as 
rehabilitation, renovation, or modernization which 
converts the improvement to the substantial 
equivalent of a new improvement or fixture. 
What to Reappraise. The statute provides that only that 
"portion" of the property which is newly constructed is 
reappraised. The base year value of the remainder of the property, 
which did not undergo new construction, is not changed. 
When to Value New Construction. New construction in progress 
on the lien date shall be appraised at its full value on such date 
and each lien date thereafter until completion. Upon completion, 
the entire portion of the property which is newly constructed must 
be reappraised at its full value. 
* The original 1978 Board of Equalization rule used the criterion 
of "extension of the economic life of the improvement". This was 
thought to be too broad, however, in that normal maintenance and 
repair might fall within this definition. In 1979, the drafters 
of the statutory definition opted for the concepts of "major 
rehabilitation" and "change in use" to capture large scale new 
construction while excluding minor maintenance and repair. Board 
Rule 463 which implements the statutory language inserts the 
qualifier "substantial" before the terms "addition" and 
"alteration". 
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Earlier Hearings. There are unresolved issues associated with 
each of these statutory provisions. These issues have been dealt 
with at length in earlier forums. In January 1979, the Task Force 
on Property Tax Administration submitted its report to the Revenue 
and Taxation Committee which included the original recommendations 
on these topics. In November 1979, and again in September 1980, 
the Committee held interim hearings on the new construction issue, 
airing some of these same controversies. 
Development of Current Definition 
The current statutory definition of new construction can be 
traced to recommendations of a Task Force on Property Tax 
Administration, established in 1979 by Assembly Revenue and 
Taxation Committee Chairman, Willie L. Brown, Jr., which were 
modified by the Assembly Committee on Revenue and Taxation during 
legislative hearings. The sequence of events was as follows: 
When the Task Force on Property Tax Administration met during 
late 1978, it discussed the question of how to value new 
construction that is completed in stages over several years. The 
Task Force recommended: 
For property which is uncompleted on the lien date, the value 
for additional new construction in the following year shall 
only be that value added after the lien date. There shall be 
no total revaluation of an entire property upon completion if 
portions were valued as new construction. 
Although this position was opposed by the County Assessors 
Association--which proposed that assessors have a shot at revaluing 
the whole of the new construction upon final completion--the Task 
Force maintained its position, for the following reasons: 
• To go back and reappraise at the time of final completion 
would be unfair to taxpayers who had already received an 
increase due to partial new construction. 
• Proposition 13 moved us away from the true value concept; 
assessing only the amount of new construction added each 
year is consistent with the intent of the initiative. 
However, when the Assembly Revenue and Taxation Committee 
confronted this issue in drafting AB 1488, it rejected the 
reasoning of the Task Force at the urging of County Assessors, and 
opted for a reappraisal of the entire portion of property which is 
newly constructed upon completion of multi-year construction. 
Section 71 of the Revenue and Taxation Code in relevant part reads 
as follows: 
.•. New construction in progress on the lien date shall be 
appraised at its full value on such date and each lien date 
thereafter until the date of completion, at which time the 
entire portion of property which is newly constructed shall be 
reappraised at its full value. 
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ttee's purpose in enacting this provision was as 
• reappraisals of multi-year projects ensures that 
treatment of major commercial and industrial developments 
11 be similar to treatment of small construction projects 
within one year 
• final reappraisal of the entire newly constructed 
of a property, assessors would be almost forced to 
"cost" approach, under which the sum of the parts 
ss than the whole. There would be no opportunity 
to use the "income" approach which assigns a valuation based 
on market value of the completed development. 
Board of Equalization Instruction on Multi-Year New 
Construction 
In November 1979, the BOE issued a letter to County Assessors 
following instructions regarding multi-year projects: 
••. (C)onstruction in progress ••. is appraised at its full value 
on each lien date until the date construction is completed. 
When completed, the newly constructed property shall be 
reappraised at its full value and that value enrolled as the 
base value. The date of completion will determine the base 
If a construction project is completed in stages, with some of 
the improvements available for occupancy prior to the 
completion of the total project, base years and base ~ear 
values can be separately established for the complete 
portions without regard to the incomplete status of the 
total project. (emphasis added) 
Some assessors objected to the second paragraph as being 
istent with the first and contrary to the intent of the 
However, the Board has maintained its position and issued 
to County Assessors in May 1980 reiterating its 
(See Attachment 2 for current BOE Rule #463 and 
to assessers.) 
of Equalization supports its position, as follows: 
believe the rule provides for final appraisals of 
parts" of new construction. As our rule provides in 
(d) : 
' (d) New construction in progress on the lien date shall 
be appraised at its full value on such date and each lien 
thereafter until the date of completion, at which 
time the entire portion of property which is newly 
constructed shall be reappraised at its full value.' 
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"As can be seen, the rule requires a final reappraisal of the 
property which was in progress on the previous lien dates once 
the construction is completed. The issue that has arisen is 
achieving agreement as to when the construction is complete. 
In our opinion, the conflict is not with our multiyear 
conclusion, but instead involves a property with multiuse 
components, each with separate completion and occupancy dates 
spread over a significant period of time. The Board has set 
out certain guidelines in paragraph (e) of Rule 463 and 
Assessors' Letter 80/77 which it believes are consistent with 
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(d) New construction in ,..,.,,ov<>cc 
value on such date and 
which time the entire r.n•rtirm 
reappraised at its full 
at its full 
date completion, at 
constructed shall be 
(e) For purposes of this section, the is the date the property 
or portion thereof is available for In whether the real property 
or a portion thereof is available for use, consideration shall be given to the date 
of the final inspection the or, in the absence 
f)f such inspection, the date of his contract 
obligations, or in the case of of testing of 
machinery and equipment. 
(f) Newly constructed property does not include real nr(lnPrtv which is timely 
reconstructed after a disaster where the full value real property, as 
reconstructed, is substantially to its full value to the disaster. If 
the values are not substantially equivalent, the assessor on lien date following 
restoration: 
(1) Enroll the restored property at its former taxable value plus or minus the 
appropriate inflation adjustment, or 
(2) Enroll the current market value of the restored property if the current 
market value is less than the value found in Item 1 or 
(3) Enroll the value found in Item l above plus the market value of any newly 
constructed property if it is determined that new constru~tion has occurred. 
For purposes of this subsection only, constructed property does not include 
any land, improvement or fixture that is restored, reconstructed or repaired in a 
timely manner following a disaster and which is substantially equivalent in size, 
use and quality to that which existed prior to the disaster. 
(g) For property under reconstruction or restoration as a result of disaster which 
changes ownership prior to the of reconstruction or restoration, the 
value of the land and existing shall be determined as of the date 
of the change in ownership but value of reconstruction or restoration 
which occurs following the transfer shall be as of the date of 
completion in accordance with the to new construction but 
without regard to the applicable to 
property reconstructed 
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CASE NO. C33ll20 
PLAINTIFF'S TRIAL BRIEF 
0!0TE: Exhibits not 
included. Copies of 
exhibits may be obtained 
from Los Angeles County 
Assessor's Office. · 
1 PRELIM I 
2 Plaintiff, Alexande~ H. is elected Assessor of 
3 Los Angeles County and is res s assessing all 
taxable properties in e un tion 405 of the 
5 Revenue and Taxation de~ 
6 Defendant, Board of Equalization of State of Cal~fornia 
7 (hereinafter referred to as II ard is an agency of th~ 
. 
8 State provided for in ~ec~ion 17 of 
9 Constitution • 
ti XIII of the California 
. 10 The Defendant has the·respons ili to prescr_ibe rules ~nd 
11 regGlations to govern all ~ssessors when assessing and to 
12 pr epar 8 ins tr uc t ions to ·all- assP.ssor s designed- to promote uri i for-
13 mity in property assessmentlthroughout 
14 Section 15606 of the Government Code. 
e State, pursuant to 
15 The Defendant's authority under Section 15606 of the Government 
16 Code is limited by Government Code Section 11374 which provides 
17 I that no regulation of a State agency is v unless -it is con-
sis tent not in conflict Jith t e statute which it implements or 
19 interprets and is reasonably ?ecessary effectuate the purpose of 
20 that statute. This authority is likewise limited by other 
21 established constitutional standards. 
When the electorate adopt Pro sition 13 on June 6~ 1978, a 
new meth was creat to deterrni 
24 for tax pur ses. The value for a 
25 the full cash value of, e oper 
28 v.::lue" would remain same,. s 
27 factor~ until the pro ty as 
28 
85 
e value of real property 
ses would be based on 
in 1975-76. That "base yeac 
t e annual 2% inflation 
struction 
1 occurred, or the real proper~y h mvnership. Thus, it 
2 became important to determine when new construction occurred. It 
. 31 became likewise important to determine e oc ure which was to 
4 be followed in valuing new construct i had en commenced 
5 any time during the year but not completed before the lien date. 
6 The only questiob to be resolved is e validity of a 
7 Memorandum issued by the State Board of Equalization, dated May 8, 
8 1980, which was intended to instruct all county assessors on the 



















The lien date for property tax purposes is March 1st of each year. 
Plaintiff brings this action pursuant to Section 538 of the 
. 
Revenue and Taxation Cod~ which provides that if the asaessor 
believes that a rule or regulation of the Defendant Board 
is invalid, and as a result concludes that property should be 
assessed in a manner contrary to such provision, the assessor 
shall, in lieu of making such an assessment, bring an action 
for declaratory relief against the Board under Secti~n 1060 of 
e Code of Civil Procedure. 
Other parties who have intervened in this suit include 
Delta Towers Joint Venture; a partnership, Saint Mary Medical 
Center, Plaza Development Associates, a partnership, and 
First Interstate Tower, a joint venture. 
After the passage of Proposition 13, the Legislature enacted 
numerous provisions, .including Sect ions 70 and 71 of the Revenue 
and Taxation Code (Staeutes of 1979, Chapter 242) dealing with 
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establi multiple base ar a e 
provernent tha is 
and then, en tr t on 
ec of construction in 
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the Memorandum is attached 
urn nstructs assessors to 
con tion of an 
ur of one year 
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"J 
1 all such base year values t i 
2 for the value of the improvement. 
3 Plaintiff's position s at 
4 consistent wi ction 1 of th v 
5 State Board 463, e ior State 
6 17, 1978 (Exhibit "B"), and e sernb 
7 Committee's Report of Oct 29, 79 ( 
to al value figure 
8 Memorandum is in-
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ation Code and 
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and Taxation· 
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entire property upon completion if tions were valued after 
each lien date during which new construction t-1as in progress. 
Consequently, no base year value for 
any relationship to actual market v 
e entire property which had· 
ue tvou ever be ca:culated. 
Smaller improvements which could be comp ted in· a very shoit time 
14 span would, in effect, be discriminated against because their base 
year values would reflect a representative market value while, as 
noted, the development which took years to complete would not. To 
fur er the inequitable treatment, it 
that most major commercial and industri 
y has to be recognized 
developments seldom, if 
9 ever, sell during eir productive li 
20 r purposes of our case, in that it was determined that 
21 e 463 was inconsist t wi tion 71 of the Revenue arid 
axation.Code, if it was int implemented in the manner 
suggested in e Memor urn of 8' 80 the Plaintiff believed 
that it was necessary to file a declaratory relief act ion under 
Section 538 of e ue xa ion e to clear up the 
confusion. Again Plaintiff was of e lief at his in~erpretg-




no iate problem. With the publication of the Memora urn o 
"' ~ May 8, 1980, however, if said instructions contained there n 
~ I . 





!section(e) thereof was invalid. 
THE HISTORY OF NEW CONSTRUCTION LEGISLATION 
SUPPORTS THE CONCLUSION THAT IT WAS THE 
INTENTION OF THE DRAFTSMAN THAT REAPPRAISAL 
OF THE TOTAL PROPERTY NEWLY CONSTRUCTED . 
SHOULD BE. MADE UPON ITS ULTIMATE COMPLETION 
"New construction" was not defined in Proposition 13. 
-
to arrive at a basis for interpreting that term, Plaintiff r 
that this Court take judicial notice of the legislative history 
I including relevant Legislative Committee Reports, of Sect on 71 
I the Revenue and Tax at ion' Code and Rule 463. It ha:s been held 
! 
I such factors are relevant and can be.introduced as evidence 
judicially noticed. 
Section 452(c) of the Evidence Code provides as follows: 
"Judicial notice may be taken of the following 
matters to the extent that they are not embraced 
within Section 451 .. ~ 
"(c) Official acts of the legislature, executive, and 
20 . judicial departments of the United States, and of any 
21 state of the United· States." 
In the case of Post v. Prati, (1979) 90 Cal.App.Jd 626, 
1 the Court was concerned with a challenge to the constitutionali 
The Court held as follows; page 634; 
"We have before us the materials judically 



















legislature committee reports on geothermal resources, 
the 'final legislative history' of the act, excerpts 
from testimony given at a public legislative hearing, 
and some correspondence directed to the Governor's 
office recommending his signature on Senate Bill No. 
169 (the act) from the legislative analyst, a state 
agency, and an individual legisl~tor. .Judicial 
notice was properly taken of these materials since 
they are in the category of official acts of the · 
legislaturg, executive, and judicial departments 
of the United States and of any. state of the 
United States (Evd. ~ode §452, schd.c)~ 
As was explained in the comment by the Law 
Revision Commission to Evidence Code Section 
450, such extrinsic aids as legislative· 
committee reports and legisla.tive history are 
often helpful in assessing constitutional issues 
18 raised with respect to a statute. Interpretation. 
19 of 3. statute, however, remains a matter of law." 
20 Th~ opinions of individual legislators as to the purpose of a· 
21 statute are however not admissible (Post, supra, p. 635; In.Re 
22 Marriage of Bouguet [1976] 16 Cal.3d 538). 
23 At the close of the 1978 legi~lative session, Assemblyman 





Taxation, directed that a Task Force be formed to study existing 
property tax statutes, and .to make recommend at ions tG tbe 
Committee ~n January 1979, as to appropriate tax changes. 
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The relevant portion of that Report for our 
es 59, 60 and 61. Copies of pages 59, 60 
attached hereto and marked Exhibit "F". The 'Task rce con-
, p e 6 0 and 61: ~ 
"The value of the new construction ~Jill 
ap aised at the date of completion, or if uncom-
p ated, the value on the lien date. For proper 
which is uncompleted on the lien date, the value 
r the additional new construction in the 
i year shall only be that value added after e 
lien date. There shall be no-total revaluation 
of an entire property upon 'completion if portions 
were valued as new construction. (Emphasis add .) 
The 'value added' concept in putting new 
construction on the roll also was the subject of 
heat controversy. Task Force members. At 
everal meetings, representatives of the unty 
s s s Association oposed that the assessors 
































construction upon completion. This view was 
not accepted by the Task Force for the following 
reasons: 
1. · New construction should be valued and put 
on the assessment roll during the progress of the 
new construction. To go back and re-appraise at 
· the time of completion would not be fair to tax-
payers who had already received an increase due to 
partial new construction. Conversely, to avoid 
assessing a major partially completed building on 
the lien date would create a major loophole and 
leave many millions of dollars of value off the tax 
roll. In fact, it was pointed out that many 
structures are never completed and thej could avoid 
taxes altogether if the new revaluation for new 
construction occurred only at the time of completion. 
2. Proposition 13 has moved away from the true 
value concept and it was thought by the majority of 
Task Force members that to only assess the amount 
of new construction 'added' each year was consistent 
with the inte~t of Proposition 13. 
3. ~fuile administrative problems were raised, 
the majority of the membership believed that it is not 
a difficult task to add to the assessment the value of 
the structure add~d each year. 
This recommendation may resul~ in a reduction in 




c an t ge 
h lue d of reati ne 
onstr s con is sent d u s 
so ere is no fisc ff continu 1 
1 rnia sess s ia ion d 
sit on of e Task rce wi e sociat ing appra s 1 
of e le of e new construct at its et val 
e date of let ion. e text of e li ni sessor s 
socia is incor at in the Task Force Report, e 
126 is attach he.reto marked Exhibit "H". To·summarize the 
socia'"ion's position,- e llowing was noted: 
( ) option f e sk Force r wo 
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wou be the summati of values of e 
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c leted development. 
(2) e sk rc 
market val of 
ecornmendation wou dis 
cr inat ainst new construct start and 
let wi one ye it wou rust u 
ssors the inistrati G 1.-, en of establishi '-' 






















of new construction; and it would in ubstantial 
revenue loss, the amount of whi~h would be in inverse 
proportion to the size of the project. 
(3) In Los Angeles County the Delta Tower project 
. 
in Century City (one of the intervenors herein) would have 
a taxable value of approximately $200 million based upon 
the summation of the lien date values whereas if the 
entire property is revalued upon completion of the new 
construction, there would be a taxable value of over 
$300 million. 
(4) Total reappraisal upon completion of new 
construction shoul-d be taken in order to equate the 
treatment accorded to major commercial and industrial 
development~ with that given to smaller projects fbr 
which the base year value relates to the market value 
of.the finished product. 
During the next 10 months the Legislature passed numerous 
visions implementing Proposition 13. The five primary legislati 
19 bills which became law were A.B. 1488, S.B. 17., A.B. 1019, A.B. 
20 1489 and. A.B. 581. The same Assembly Revenue and Taxation 
21 J Committee .which r~ceived the Task Force Report of January 
22 22, 1979, previously referred to, then prepared a Report-which 
. 
23 described the statu~es enacted in that current session which 
24 concerned Proposition 13, as well as a discussion of the 










t e 29' 1979, is set h u er a separat d 
as Exhib.it "G". 
our purposes, the relevant part f. the t 
tober 29' 1979, is Eet forth on pages 30~34, e en 
previously referred to and are attached hereto mark Exhib t 
"C". In discussing the method for appraising construction ·in 
ogress On the lien date, the Report states, es 33 34: 
Date of Completion. The value of complet new 
construction is appraised at the date of completion. 
Rule .463(e) defines this time as the date the operty 
or portion thereof is available for use, ·subject to 
various considerations. New construction in 
on e lien date will be appraised at its 11 va e 
on such date and each lien date·thereafter until 
the date of completion, at which tifue the entir 
tion of property which was newly construct 
be reappra1sed at its full value. 
w 1 
The· complete t~praisal upon completion f multi-
·year construct ion was added in .Committee to en e at 
treatment of major commercial and industrial e ts 
should be equated with small construction pr t whi 
are completed within one year, and to ensure 
bias previously mentioned against residential 
e 
operty 
r arding turnover rates and change in ownership was not 
further exacerbated by an addition shift in tax 









Without a final appraisal of ·the entire newly 
constructed portion of a property, assessors would 
be almost for·ced to use the cost approach, to value 
without every having t e opportunity to apply e 
income approach under which a base year value could be 
established that bears a reasonable relationship to the 





completed.within one year would thus be discriminated 
against, as their final value would be proportionately 
greater than that given to a multi-year project, where, 
in effect, the sum of the parts would be less than .... 
12 the whole. This was of special concern since homes 
13 are usually constructed within a year, while com-
14 mercial-~entures may take several years before final 
15 completion. 
16 Consequently, it quite clearly appears that the Assembly 
17 · Revenue and Tax.ation Committee intended to reverse the position 
"18 of the Task Force·. The "value added" concept was to be scrapped 
19 What was intended was at the time new construction was 
20 completed the entire improvement that was newly constructed 
21 would be revalued. The objective of the legislation was to 
22 achieve that result. 
23 In the Assembly Revenue and Taxation Committee Report dat 
2~ March 5, 1979, on Assembly Bill 156, one of the .first le~islative 
25 pr.oposals following Pr:oposition 13, the Committee commented on 
26 change of potiition. The Committee Report, which is attached 
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On June 10, 1979, Governor Brown returned Asse~bly Bill 
156 to the California Assembly without his signature. The 
Governor noted that he con erned with the f cal consequences 
of the bill. 
Assembly Bill 1488 then became the vehicle which was designed 
to carry forward the comprehensive changes in assessment prqctice. 
which were designed to implement Proposition 13. None of" .the 
. . 
provisions concerning new construction wete change~ as this was 
not an area with which the Governoi had ap objection~ 
_On July 9, 1979, the Assembly R~venue and Taxation Committee 
made its Report to the Governor on Assembly Bill 1488. That 
Report is attached here'to and marked Exhibit "K" •. On page 2 o_f ~ 
that .Report the statement concerning new construction is identic 
to that s~t forth in t~e Report of June 7, 1979, on the subject 
of Assembly Bill 156. In summary, ne\v construction in progress 
would be appraised on each lien date until complet~d, at which 
time the entire portion which is newly constructed would be 
reappraised at its full value. 
THE STATUTORY RULES OF CONSTRUCTION 
SUPPORT PLAINTIFF'S CONTENTION OF 
REAPPRAISING THE TOTAL PROPERTY NEWLY 
CONSTRUCTED UPON ITS ULT~MATE COMPLETION 
Principles of construction applicable to statutes are also 
applicable to consiritutions (see Hammon v. McDonald, 49 Cal.A 
2d 671,. 681, 122 Cal.Rptr. 332; Hyatt v. Allen, 54 Cal. 353, .356) 
A constitutional amendment must be given a reasonable and com-
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Malmstrom, s~pra,· 94 Cal.App.3d 974, 9 .) l con-
sequence, the taxes intended to be subject to e 
two-thirds rule of articl XIII A, section 4 can be 
determined by reference to the intent· of the draftsmen 
of the enactment and the electorate (Amador Valley Joint 
Union H~gh Sch. Dist. v& State Bd. of·tqualiza~ion (1978) 
22 Cal.3d 208, 245). 
We.are guided in our search for an appropriate 
interpretation of section 4 by directions laid down in 
the Amador Valley case, which, while holding that article 
XIII A did not violate the "single-subject requirement" 
of the state ConstiLution, also found that the article 
i·s "in a number of respects imprecise and ambiguous." 
Summarizing these directions, the court stated: " ••. 
California courts have held that constitutional and 
other enactments must receive a liberal, practical 
common-sense construction which will meet changed condi-
tions and the growing needs of the people. (Los Angeles 
19 . Met. Transit Authority v. Public Util. Com. (1963) 59 
20 Cal.2d 862, 869 ••. ; see People v. Davis (1968) 68 Cal.· 
21 2d 481, 483 ..• ; -Rose v. State of California (1942) 
22 19 Cal.2d 713, 723 •... ) A constitutional amendment 
should be construed in accordance with the natural and 
24 ordinary meaning of its words. (In re Quin6 (1~73) 
25 35 Cal.App.3d 473r 482 .... ) The literal language 
26 of enactments may be disregarded to avoid absurd 
27 
28 I 
results and to fulfill the apparent intent of e 
f 
n 
u !'Visors (1972) 8 C~l.3d 247, 259 
ernan (1966) 242 L 2d 488, 491 
. . . . , 
at en i the natural ina!'y mean 
construction?" What was the appa!' t t 
d aftsman in inco!'porati at term in P!'oposit 
ds 
with the term uchange in ownership?" t.fuat e 
ac cal common sense construction ·of "new con ? 
t inter etation will lead to wise policy r r 
is ief or absurdity? 
licir- in th~ t:<arm "newly constructed" is e t 
somethi that did not eviously exist. It co -
structlon or addition of eviously nonexistent 
Plaintiff's position is that ne~ construct 
0 ass the entire project constructed. n 
ence on one improvement that is newly cons 
a dl ss of whether it takes 5 months or 8 yea!' t 
rovement. · A project may be complet i d 
s t at all times each portion or seg~en i f a 
e se of Proposition 13 was to eez 
es at their 1975-76 levels until one of two o 
occurred. Those acts or events tvere. a "ch e 
or construction." It seems at 
se acts or,events wee contemplated take 
e. Certainly a e in ownership occur once 
reasonable to concl that new constr t 
e most 1 cal occurrenc 
( ~( 
be upon the date of its ultimate compl~tio~. Consequently, 
ange in ownership or new construction o~curs on the n~xt 
eeding 1 en date, the rew value reflecting e current. ful~ 
cash value of the property would be placed ·On the assessment ~oll • 
. The alternative is to suggest, as the Tas~ Force did, that 
ere can be portions of ~ project that constitute new 
s·truction. When the last portion is complete, the assessor 
uld be di~ected to add up all the separaie ~ase year values 
at a grand total. Obviously, the summation of values 
approach or the value added approach or the sum of the parts 
approach, .as it has been commonly referred to, will not leave the 
ssessor with a roll val~e that nas any r~lationship to . e 
current fair market value of improvement. Thus~ we have an 
surdity which obviously was not intended. 
The Defendant State Board of Equalization clearly recognizes 
the importance in valuing newly constructed property at its 
current market value. In a Memorandum to all County Assessors 
ated October 30, 1978, and attached hereto as Exhibit "L", the 
llowing is set forth: 
11 ln order to maintain the integrity of Constitutional 
Amendment XIIIA, the appraiser must value newly constructed 
property at its c.urrent market value. .When appraising 
the newly constructed rtion of the property, the 
use and correlation of all three approaches is both 
appropriate and recommended. 
Board Rule 4 says that ~the market approach is · e 















e n t t por f a operty by the 
market e contribute alue is measured 
k s ilar o rties 
~vi th w e st t eature 
In instances, e scarcity of ~omparable sales 
data e difficul of making income projections 
will 1 e praiser to using the replacement 
cost very simpl ity of the cost approach 
may make i~ desi where time and resources are 
limit ut the ap aiser should not fall in the 
trap of assumi co's t. equals current value." 
Using the summation of v ues approach as advanced by the 
Ta k rce State ard of Equalization in its Memorandum of 
M 8, 1980, e assessor will, in most situations, be precluded 
from ever uti izi 
ncome 0 
a e c 
risons can 
e i orne ap ro 
his tor of an i 
l e s 
u i 
tion 
r y i s 
in mo t i s anc s 
I 
either the market data approach or the 
e market data 
arable 
oach would only be used if 
operty can be found from which 
e to the partial completed new structure. 
1 difficult to utilize if there is no· 
tream. equently, the assessor has 
to fall back upon. 
of valui the total improvement ·upon its 
s the assessor to accurately yalue pro-
t value ause the assessor will 















approaches. The market data approach is easier to utilize 
because comparisons can now·be e between completed improve-
ments. Sim1larities and diss ilarities are more pronounced then 
they are when atternpti to.cornpare t ly completed 
stru~tures with completed structures. Likewise, with the income 
approach by valuing the property at the int of its. complet~on, 
there is a better likelihood that there already has been some 
operating history which would indicate the amount of. income 
that could be generated by the property. 
More importantly, and as can be illustrated in the construc-
tion of ~ high-rise office building, as space is leased, tenant 
improvements are constructed. Until the basic tenant improve-
ments are added, the building is not _complete. ·Typically, a 
high-rise office building might be constructed over the course 
of 3 to 8 years. The building will be constructed as a shell 
vlith all floors having common areas, elevators, lobbies and 
17 lavatories. Air condition equipment will be installed and 
18 rough duct work completed. Plumbing and electrical connections 
19 would be inst~lled, but plugged off. 
20 The lessee then selects the space which he wishes to rent. 
21 According to the lessee 1 s design, the basic space to be leased 
22 is set out. Carpets, drapes, paneli , ceiling covers, lighting 
23 fixtures are all selected. Custom electrical work and the basic 
24 wiring for telephon~s is installed. Interior wall petitions 
25 are layed out and coff~e gallies install e final completed 
26 office floor can vary substantial 
27 building to building. 
28 1 5 
om floor to floo~ ~~d 
'( 
1 t h 1 f bui i is worth a great a 
2 deal more e to inve rs if he ins ide is being 
us e s i us e 
unt f us amoun e 0 o-
5 duces, n etermine someone will 
6 ~vill to p 
7 summari e, unti the bui i~ struc is totally 
8 camp t ere is no manner in ich to termine its full 
I 9 c e. e completion of e building and 
lat ~of e tenant improvements can an 
aisal be e of its worth. Only up~n the total 
e rovements is the appraiser in the best 
to utilize the market data and income approach, as 
e cos 0 
CONSTRUCTION 
ICAL ILLUSTRATIONS 
laint as h it II are five hypotheti-
n are int t~ illustrate the manner in 
laint Article XI IA, Section 71 of the 
de, and Rule 463 should be interpreted. 
the date of 
e entire 
It is believ 
t e tent of ticle XIII 
10 ~ 
1 In situati~nz~, assume three sep·arat~ 'l,.J independent 
2 structures were completed on three different dates, 19~0, 1981, 












Each structure would be given a different completion-date 
because it was not an integrated project. 
No disagreement with the State Board of Equalization. 
\ 
14 In situation B, assume an integrated shopping center with 
15 major stores completed and occupied in 1980 and 1981 and 
16 interior mall stores compl~ted in 1982, as shown below. 
17 
18 
19 r 9 8 0 1~--:_1_9_8_2 -'--_1_9 8_2---£...-_1 9_8_2_..__1_9 8_2---~1~--• _1_9 _81--JI 
21 Each stru~ture would be given a lYHZ completion date beciuse 
~2 it was an integrated project. 
l8s_, State Roarrl of Equalization would assign three separate 
24 completion dates o~ 1980, 1981 and 1982. 
25 • • • 
26 
In situation C, assume an integrated ::;i:wpping center with 
majoc stores rompleted and occupied in 1980 and 1981 and 
28 
107 
nterior l es let 198 J' __ uat ion B). Also, 
s d in 19 (adjoining) and 
u i ) as ft t s, all 






As an int at project ~Lructure (2 major stores) and 
interior mall structures would given a 1982 completion date. 
ditional structures, whether adjoinin~ or lying outsfde 
\ 
int rated project, would have separate and different 
letion dates of 19 , 1984 and 1985. 
e State· of alization would assign six separate 
etion daLes of 19 1981, 1982~ 1983~ 1984 and 1985. 
situa n D assume a sixty-story hig.h-rise commercial 
of ic bui i se oups of floors were ready for occupancy 
erent dates as own below: 
er one da e f le~ion (1986) because the 
































a reasonable ~eriod of time. 
The State Roard of Equalization would assi~n seven separate 
completion dates of 1980, 1981, 19R2, 1983, 1984, 1985 and 
1986. After the completion of the. st portion in 1986 the 
individual values assigned for the prior years would then be 
added to the 1986 value in order to arrive at one total valu_e. 
for ihe ~tructure. 
. . . 
In situation E, assume an integrated high-rise project that 
-
was designed for different uses with its components ready for 





There would he one date of completion (1988) because the pro-
_iect was designed as an integrated unit and completed within a 
reasonable period of time. 
The State Board of Equalization would assign eight separate 
completion dates of 1980, 1981, 1982, 1983 1985, 1986, -1987 and 
1988~ After the completion of the last port~on in 1988 the 



















d r on total alue 
0 e enue at ion e again 
all determine e new e year 
e tion of tax e real 
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value of the remainder of the property 













l value on s date and each lien 











t on of 
all be re 
0 ty 
a is 
e Memorandum misconscrues the 
0 ty ich has en ne\vly 
at "portion 11 refers to the 
not a portion as p~rt of e 
newly constructed portion is 
t improvement which 
i s ars. 
th s ly venue 
rt t 29, 1979 (Exhibit ) 
' \_ '( 
·1 and State Hoard Rule 463 s rt(a). The Committee in discus~ing 
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The use of the word· "portion" was an attempt 
to clarify that only the property/which is newly 
constructed shall be reappraised. For exampl~, if 
a room is added to a house, the Task Force wanted 
to be sure that only the value of ~he add~tion 
Was r~appraised and not the value cf the structure 
as a whole. "Portion" was intended 1 to refer to 
the entire portion of property--land and improve-
ments--which is newly contructed. It was not meant 
to imply any segregation of land and improvements, 
I 
the significance of which is discussed below in 
light of the current Board rules as it affects 
Value." 
Rule 463 subpatt(a) repeats in ~ssence the same language 
p. 1) : 
"(a) tfuen real property, or a port ion thereof, 
~ewly constructed after the 1975 lien date, the 
~ss~ssor shall ascertain e full v~lue of such 
,_ .. 
·newly constrvcted property" as of the date of com-
~letio~. This will establi a new base yeai full 
value for oEl:.Y. that portion f the property tvhich 
111 
1 is n y c n t r t dit 
2 or alterati n. e on e total 
o rt 
v ue new alue 
5 of preex i i rty r uc t account 
6 the tax le va of 0 ty r duri 
7 construction. e full v ue of new constru"ction 
8 is at v res ti om e new con-
• 9 struction es not include v ue eases 
not associat with e new construct 
In the urn of May 8, the term rt ereo " 
takes on an entirely ne~meaning. In the first paragr of that 
Memorandum reference is made to State Board Rule 463 subpart( 
specifical e 1 uage II ... the date of complet is 
te the pro rty or thereof is availab use. 
point, it is stat in e and urn (Exhibit "D"' para 
1) : 
"There e it is poss le tnat en e con-
struction oject is comp t st es, t--Ii th 
some rtions available r occupancy prior to the 
t n o e tot oject, e ars 
bas a s separate est 1 h r 
et tion ard to e 
i lete s atus of the otal j ec t." 
concl sion s not h any ation of 
the e in Section 1 e 463. In fact~ 
sit nclu i t e 
' \ 
1 portion of the pro rty eferred t wou 
~( 
the entire net-1ly 
2 constructed part. It is om this erroneous assumpt·ion or 
3 conclusion that· the rest of e ischief follows. 
4 Other erroneous conclusions nconsistencies abound 
5 in the May 8 Memoi urn. 
6 In paragraph 2 of the Memorandum ( hibit I), after again 
7 indicating that it is oper to ~epa~ate base year valu~s to 
8 completed port ions, it is stated: 
9 "If, however, the project is to be constructed 
10 as a single facility and the entire improvement 
11 will be available for occupancy within a reasonably 






handled as construction in progress until all 
of th~ improvement is available for occupancy. In 
othsr words, the incidential occupancy of a portion 
of such an improvement would not trigger the separate 
base year v uation of the _occupied p6rtion unless 
there will be a significant time delay before the 
balance of · t · ted." e 1mprovernen . 1s camp 
20 ·The statement above a ears to be a contradiction of the first 
21 paragraph of the urn which divides up construction in 
stages. In fact, the statement above appears to be co~sistent with 
23 Plaintiff's s tion that a project that was originally designed, 
24 engineered and t within a reasonable period of time as an 
integrated unit (ref r to as a si le 
val~ed as of th~ dat of completion wi 
ility above) would be 






entire ec t ·is 
I l 1 being established as the da 
2 substantially ready for use; 
Ex <;Imp 3 on 0 r to 









assumptions (Exhibit " ' p 2) : 
"1 . The f s t s t e in a ci bui ing 
that will contain six stores is t 
occupied, but the o er units are er active 
major cons uction • 
2. Indications are that e construct work 
will progress continuously for another mon s 
until cor:~plet II, 
The concluding instruction is that the tance descr 
the entire.project should be treat as construction re 
I until the basic structure was essentially let a in 
I 
1 completed "portions" availa..b19. 
I the si~;;le structure in !roce i 
upancy are not v u if 
y to~vards 
l The last sentence in Example 3 provides: p t 
not include interior finish as i at in Ex 2 • II 
Plaintiff's position on this point, as stated be e, is tha unt 
the terior is f ish off, the improvement is not 
Pursuant to ion 15640, 







of e Governm 
ke r 
let 
1 surveys of each County to determine the accuracy of the pro-
2 cedures employed by the county assessor in the valuation of 
3 property for the purposes of taxation and in the performance 
4 generally of the duties enjoined upon him by law. One such 
5 survey was made in Calaveras County for the 1981-82 tax year. 
6 
. . 
A copy of a portion of that survey is attached hereto and markeq .· 
7 Exhibit "M". On pa~e 8 (Exhibit "M") of that survey, the State 
8 Board is recommending that the Calaveras County Assessor r·evise. · 
9 his procedures for assessing construction in progress. The 



















"6. New Construction 
RECOMMENI)ATION 3: 'Revise _E!Ocedure for assessi:ng 
construction in erogress. 
Property Tax Rule 463 requires that new con-
struction in progress on the lien date shall be 
appraised at its full value on such date and each 
lien date thereafter until the date of completion, at 
which time the entire portion of prop~rty which is 
·newly constructed shall be reappraised at its full 
value. Accordingly, a 1, 000 square foot improven;~nt 
that was 50 percent complete at the first lien date 
and was valued via the cost approach with $30 per 
square foot c?st applicable for the date would have 
a value of $15,000 (1,000 x $30 x 50%). If the 
improvement were 75 peicent complete on the following 
lien date and the square foot cost had increased to 




1 If the provement were et nex 
2 following en date a cos s were b s 
3 for value, the v e if ss 
$40·per square wou e X 
x 100%), and at year wou become ea 
6 future valuations until a transfer ur er new 
construction ch es it " 
This illustration ecisely ies meth utili 
9 Plaintiff. The first two years duri construction, the 
10 ·ment was given a parti complete v ue. rtionu was 
. 
11 segregated and given a base year value. e end of e 
thi:d yea~, when construction was complet a si le bas 
value was adopted for the entire improvement. 
One can only conclude that at least some of e Sta e 
continues to believe at the Pla tiff's ter eta 
this matter is correct. 
CONCLUSION 
Section 71 a le 463 provide at ne\v co str 
progress on the lien date shall be apprais at it f l 
I date. and e lien date thereafter until 
letion, at t the entire 
is constructed shall be 
tion of 
e date of 
oper y 
at its ful 
s ests an inten t 
ave 
ar 
something anew, to rea aise for the first t e ent re ,ne 
constructed rov t not to ly d e 




The Assembly. Revenue and Taxation Committee Report of 
2 October 29, 1979, clearly summarized the legislative intent as 
3 being to provide for total reappraisal upon the ultimate completion 
4 of the. newly constructed improvement. The Committee Report n?tes 
5 that there is a shift in position taken from that of the Task 
6 Force. 
7 The Assembly Revenue and Taxation Committee Reports ·to the 
8 Governor on the proposed Proposition 13 tmplementfng legislation 
9 highlight again this change in position and legislative int·ent. 
10 The natural and ordinary meaning of the words "new 
11 construction" lead to the conclusion that there is,. in essence, 
12 only one improvement th~t is newly constructed and that n~w · 




The importance in valuing newly constructed property.at its 
current market value is recognized by the Defendant State Board of 
17 Equalization. This can only be achieved by reappraising the.entirc 
1~1
1
· newly constructed improvement upon its completion. Its. completion j 
1~ does not occur until the building is finished out and the tenant 
20 improvements installed. 
21 It is believed that the test suggested by the Plaintiff 
22 c lies with 
23 enactments. 
e intent of Article XIIIA and iubsequent statutory 
at test is that any project that was originally 
24 designed, eng ered and completed within .a reasonable period of 
25 It as an integrated unit will be valued on a unitary basis. 
26 Jhe date of completion will be established when the entire project 
27 is substantially ready for~ 9ccupancy. The definition of an 
28 117• 
\ 
integrated project is one where . t f e var1ous components o new 1 
2 construction are physically interdep en~, i.e., foundations,· 
3 utility serv es, park 
4 There would consequent 
, ar itect ral atibility, etc. 
be two tests. to be met ·in term i 
5 proper date of completion for cons uction in progress: 
(1) Was the project originally designed and· 
7 engineered as an integrated unit; 
(2) W~s the project completed within a reasonable 
. ' 
9 period of time, giving full consideration to the 
10 magnitude of the development and the normal time 
11' to complete that type of project. 
To the extent Staee Board Rule 463 is interpreted 
13 Ito be at variance with the above stated position, Plaintiff 
14 ~dvanries that it is invalid. 
15 Respectfully submitt 
.118. 
JOHN H. LARSON, County un 
By 
LAHRENCE B. LAUNER 
Principal Deputy 
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G. Assembly Revenue and Taxation Committee Report dated 
October 29, 1979 and entitled "Property Tax Assessment" 
(presented under separate cover). 
H. California Assessor's Association Minority Report 
incorporated in the Report of the Task Force on Property 
Tax Administration dated January 22, 1979, p. 126. 
I. Assembly Revenue and Taxation Committee Report dated 
March 5, 1979; Subject: A.B. 156 and Property Assessments 
Under Proposition 13. 
J. Assembly Revewnue and Taxation Committee Repol:"t dated 
June 7, 1979, on As~embly ~ill 156. 
K. Assembly Revenue_and Taxation Committee Report dated 
June 9, 1979, on A:::sembly Bill 1488. 
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1 L. · State Board of Equalization Memorandum to all· 
21 County Assessors dated October 30, 1978; Subject: 
3 inciples of New nstruction luation. 
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This action for declaratory relief was commenced by 
plaintiff the Assessor of Los Anqe les County against the Goard of 
Equalization (hereinafter referred to as the "Doarcl") pursuant to 
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r sessors er 
Sec i e Code Civil ure the 
gre t ec1 
a nt f s not attac a cific a Doa 
but r rre1s 'vli e Board's te ta tion t 
contained in a urn issued by e Board ted 
i \las in te to instruct all county assessors on 
dure to raise "construction 1n ress" under 
71 Pevenue Taxation a Rule 463( )(e) 
8, 1980, memorandum of the Boa qives expli 
instruct s under circumstances when a construction project 
completed in s s, with some portions availab occupan 
to f a total ject establishing se 
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ress." memorandum only says 
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in cons is tent with section· 71 of the Revenue and Taxation Code 
State Poard memorandum of August 17, 1978, when in c 
there is no inconsistency whatsoever between the two Board 
memoranda. Plaintiff does not reveal its own interpretation 
463(e) until later at page 19 of p1aintiff''s brief wi 
urther refinements appearing at pages 22, 23, 31, 34-
ief. Essentially it is plaintiff's position that new con-
struction was intended to encompass the entire singular ra 
designed project. Further, it is plaintiff 1 s position that t 
basic tenant improvements are added a building is not 
If an originally designed engineered project was completed 
a reasonable period of time as an integrated unit, it wou 
valued as of the date of completion, with the date of 
being established as the date when the entire project was su 
stantially ready for occupany. Finally, plaintiff suggests 
tests to be met in determining the proper date of complet 
construction in progress: 
(1) Has the project originally designed and 
engineered as an integrated unit; 
( 2) \1as the project completed within a reasonable 
time, giving full consideration to the magnitude of 
the development and the normal time to complete that type of 
It is obvious from stating the position of plaintiff 
there has been no demonstration of error in the interpreta-
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THE STl\TUTORY RULES OF ION 
SUPPORT 'l'HE !301\.IW' S rJTERPHFTl\.TION 
OF :REl\.PPRJ\I NG COIJSTR ION 
UPON COHPLETIOtl OF l\ DISTINCT PORTiotl 
OF A PROJECT AS DISTINGUISHED FROM 
A PORTION OF A SINGLE FACILITY 
a 
e issue raised involve4( the constr t 
of a regulati in a situation 
.1-<t 
re ~ conflict cts are not dispu 
ev nee to be resolved by the trial court since all the ev 
consis~ of stipulated facts. A regulation adopted by a sta 
i istrative agency pursuant to a 0e ation of rulemaki 
ity by the Legislature s e and effect of a s 
ricultural Labor Relations rior Court (1976) 16 --------
392, 401. 
The Legislature has delegated to the P.oard of fqual 
the duty to prescribe rules and regulations to govern all asses 
when assessing and to prepare and issue instructions to all 
assessors designed to promote uniformity throughout the state 
its local taxing jurisdictions in the assessment of property 
the purpose of taxation and to bring an action to compel an asse 
to comply with any provision of law or any rule or regulation of 




t . la 
18, 
at 93; v. 
303, Jl r 1 v 
--~-~---
(19 9) l Cal. 907, 7 
ncs v State 
6 Cal. f 7 r· ul 
0 f 90 
EXHIBIT J 
Page 8 of 
court.::> must te re the constitution, statu 
u t accordance e icab les 
construction fundame v1h ich are ose i 
that aim of su as 
legislative intent so e 
ctuated; that a statute or u constr 
it 
in such a way that ha~mony may be ie 
and that courts should g ef ct to statutes 
ing to the usual, ordinary t of the 
in framing them. Merrill v. De rtment of Motor ---------------
v. Doard of 
lization (1959) 51 Cal.2d 640 645. 
In this case the quest concerns a formal regu 
covering the assessment of new cons ruction involving new con 
truction both in progress and when completed. Therefore, 
of Rule 463(d) and (e) an interpretation of 
Tax La\J (Rev. & Tax. Code ~~ 70 and 71) must be rev 
er the standard of limited judicial review. In acld it ion 
had further interpreted Ru 463(d) and (e) governing 
assessment of new construction in progress and the determinati 
of base years for completed portions of i1 project. This Honorab 
Court must determine vlhether the Doard has prouerly interpre 
the relevant sections of the Property Tax Law and the Board 1 s own 
relevant regulation adopted pursuant to such law under the above 


















has oc after 5 ss 
p r not a rea assess to 
ca may reas sed 1 t 
is sec on term 
shall not inc real i h r:econ 
after disa tee, as decla rno , 
fair mar: t value su real r s 
is rable to its 1 to 
disaster. 
Revenue and Taxation e 70: 
"70. 'Newly constructed,' 'ne\1 constr ction.' 
(a) 'Newly constr~=ted' and 'new construction' 
( 1) addition to real rty, 
improvements (incl ing fixtures), sin 1 t 
~;and 
(2) Any a.lteration of land oro[ a.ny nt 
(including fixtures) the last lien which 
constitutes a major re bilitation thereof or ich 
converts the perty to a different usc. 
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II 
"(b) Any rehabilitat , renovat1on, or mod-
ernizat whjch converts an nt or fixt re 
to substantial i t t 
or fixture is a major re i ita su 
mentor fixture. 
" (c) Notwi ths i e isions of su 
d isions {a) and (b), re real en 
damaged or destroyed by misfortune or calami 
'newly constructed' and 'new construction' does not 
mean any timely reconstruction of the real r 
or portion reof, vJhere e r after recon-
struction is substantially equivalent to r 
prior to damage or destruction. Any reconstruction 
of real property, or portion thereof, wl1ich not 
substantially equivalent to damaged or s 
property, shall be deemed to be ne\l construction 
only that portion which exceeds su tantially equiv-
alent reconstruction shall have a new base year value 
determined pursuant to Section 110 .1. II c~'-7/'.:•/>.'L.. 
Revenue and Taxation Code ~ 71: 
"71. New base year value. The assessor all 
determine the new buse year vuJ ue for the portion of 
any taxable reul property \lhich has been ~_::ly- C0!2_-
structed. ---- The base year value of the remainc1er of -- ---·---.... ·--
the property assessed, which did not undergo new 
construction, shall _:.12_t be c~~~ed. Nevl construction 
131 






Ne tr i n ss on 
d i ed a s lue Sll 
da 1 n te until d te 
of at the enti on f 
i s structed shall re-
a t s f 
e) For s c d 
of etion s the te rtion 
18 there f is '}_v_a_~~-~~e ___ r_~s_c:_:_ In dete in ing 
19 whe r real rty or a tion thereof is 
20 available use, consider.Jtion shall qiven to 
21 the te of priate 
22 governmental official, or, in the absence of such 
23 inspection, the date the ime contractol:' fulfilled 
24 all of his contract obli 2tions, or in case of 
25 fixtures, the date etion of testing 
26 ma inery NJU nt." Fm sis ed.) 
II 
13 
1 Boa r1emorandum 8' 1980: 
"Board Rule 463 states: 1 Nc constru tion in 
progress on the lien te rais a s 
full value on such date and ea 
until date of comple t time ent re 
ion of property which is ne y construe 11 
re ised at its full value.' r 
states t for purposes is t e te 
completion is the date the proper or tion the of 
is available for use. There re, it is possib t 
when the construction project in s es 
some portions available occ ior to 
completion of the total project, base rs se 
values can be separately·estab ish r the eted 
portions without reyard to ncom te status 
total project. 
"The assessor oust use judgment in determini 
whether or not portions of a project can be consider-ed 
complete£ for- purpr·ses of base year- valuation. If the 
project is to he constructed in distinct stages, \'lith 
portions being completed and available for use fore 
the other portions are constructed, then it is proper 
to assign a base yee1r and be1se v<tlue to the completed 
portions. If, however, the project is to be constructed 
as a single facility and the entire improvement \·Jill 







Page 13 of 25 
period of time, the tot~l proj~ct will he handled as co 
struction in progress until all of e 
A 
available for occupanvc. In other words, 
v 
occupancy of a tion of such an 





n t vlOuld not 
the occupi 
portion unless there will be a significant t del 
a project is available for occupancy but is vacant 
9l simply for lack of tenan~s it should be considered com-
plete and its base year value determined. 
r "A special problem is created if a construction 
12 project comes to an unscheduled halt for an extend 
period. ~hen there are no definite plans for continu-
ation of construction within a reasonable period, the 
15 project no lon~er qualifies as 'construction in progress 
16 and the assessor should establish a base year value for 
17 the newly constructed improvements without regard to 
18 their incomplete status." 
19 Under the authorities cited by plointif:f ancl previously 
20 in this brief it is submitted that the interpretc:1tion of the Doa 
21 of Proposition 13, ~ 71 and Pule 463 is wise policy in order to 
22 avoid mischief and absurdity. 
23) 
I 
Plaintiff takes the position that just as a change in 
241 ownership triggers reassessment, new construction should trigger 
251new assessment at one point in time. The Board does not disagree 
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2 a ne\'i base r ue. The court in the r case ------
3 ·an "aquisition 1 " concept s p 
4 able because the new owner was aware t 
5 sequences wou be. However aintiff's te tat 
6 at a cha in o mership does not establish a bas -------
7 if the i improvement is rt of a a 
• 8 Should a taxpayer be subject to annual rea isa 
9 purchased rty which was only a part vJhat wa i 
planned by someone se several rs prior? trJou 
of a completed house caus 
12 plans ca 1 for a garage, gazebo, greenhouse, and la s 
13 Would a purchaser of an anchor store in a shoppi center 
14 annually reappraised until all of the planned satellite 
15 a shopping center were complete? It is sugges at i 
16 the intent of Proposition 13 that property assessment 
17 indefinitely. 
18 Plaintiff creates an ar0ument out whole 0 
19 20, lines 5-14 that a pr-oject that has severul portions 
20 at different times cannot be given a current fair mur t 
21 improvement but thut an entire project is subject to su a 
22 valuation. Contained in the memorandum of the Doard dated 
23 October 30, 1978 (Exhibit L of plaintiff's brief) ure rules 
I 
24 1 the valuution of new construction after completion ica 
(J l'./ 
25 precisely hm; such market approuch as Hell as/ income a 






11 On pages 23-27 of its brief, plaintiff see 





unit be val 
5 completion bei 
as the te of tion, with the 
established as date when the ent 
7 interpretat Rule 463 just ou i e 
J<-~ 
8 created concepts ~ cannot be found in Article XIII 
9 the Rev. & Tax. Code or Rule 463 namely "reasonable r 
10 time," "in rated unit," "su tantially ready r 
11 All of these terms are vague and subject to interpretati 
12 controversy between the assessor and the taxpayer. Where 
13 interpretation of the Board is simple and subject to 
14 versy between the assessor and the taxpayer. 
15 The examples themselves illustrate the dif ren 
16 approach between the Board and plaintiff as well as the i 
17 of plaintiff's interpretation of the lat-J. Hhat justifi t 
18 there possibly be for giving a 1932 evaluation of the buil 
19 in situation B when eac~ of them is obviously completed1_ -·-.., 
l' 
20 
~---.,_,.... . ..,..-.. 




~nd in full operation in prior assessment years 
entitling the owner to a base valuation date based upon all 
the proper valuation factors? The same is of course true 
24 for the Example C. Examples D and E are particularly erroneo 
25 in that they misstate the Board's position as to how high 




























Page 19 of 25 
reduced to account for the taxable value of property 
removed during construction. The full value of new 
construction is only that value resulting from the 
new construction and does not include value increases 
not associated with the new construction." 
. . . . 
"In any instance in which an alteration is substantial 
enough to require reappraisal, only the value of the 
alteration shall be added to the base year value of 
the pre-existing land or improvements. Increases in 
land value caused by appreciation or a zoning change 
rather than new construction shall not be enrolled, 
for example." 
II 
"(d) New construction in progress en the lien. 
date shall be appraised at its full value on such 
date and each lien date thereafter until the date 
£_~ co_rrp_J.:_e_t:_i_o_~, at which time the ~-~t:_:i~E-~ r:_o_t::_t:_~o-~ of 
property which is newly constructed shall be re-
appraised at its full value. 
"(e) For purposes of this section, the date 
of completion is the date the property or portion 
is available for use. In determining \vhether the 
real property or a portion thereof is available 
for use, consideration shall be given to the date 
of the !_ina~ _insp~c:_tion by the appropriate govern-
140 
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t lfil all of 
his ract tures 
ine 
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Construct s urn 
prov s t 
il ru fur r state se 
section, date t date e 
proper or s avail le 
There , it is that n constru tion 
projec is s, vl some t s 
available occupancy ior to tion of 
the total ect, se years and se value ca 
be separatel es t s 
without reg to te tatus total 
project." 
On e 27 of its f aintiff erroneously 
that the above memorandum of the Board misconstrues the te 
"portion of any taxable real proper which has been new 
constructed." Plaintiff points out that "port " re rs to 
entirely ne\J constructed part and not a portion as purt 
newly constructed improvement. This is correct. llovl'' r1 the 
neHly constructed portion need not be distinguished ~ 
existing completed improvements Hhich have been canst 
in previous years. There may be viously completed ~ewly 
141 
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EXHIBIT J r 
tions complet~d in a single year factually Page 21 
no indication in either /f the rules or 
urn that the Board is speaking of anything less n 
ete newly constructed portion. 
On pages 28 and 29 of plaintiff's brief the plaintiff 
rs to Exhibit C page 419 and the above quoted subpart (a) 
Rule 463. Plaintiff then states that line 11, "in the memo-
8, the term 'or portion thereof' takes on an 
new meaning." In the first paragraph of that memorandum 
renee is made to State Board Rule 463 subpart (a) [sic] shou 
subpar {e)] and specifically the language" ••• the date 
completion is the date the property ?_~ p_ort:_~o_f! .!:._~~t:_~~~ is avail-
for use." The term in tl).e regulation "or fJOrtion thereof" 
subpart (e) of Rule 463 does not change meaning froffi one r 
the rule to another hut merely refers to a portion of the 
property available for use. The reference in the subpart (e) 
to "the property" is merely intended to refer to the entire 
property under circumstances Hhere there is no previous use what-
soever and the new construction constitutes the entire property., 
The memorandum therefore is only pointed at the fact that new 
construction may consist of large projects susceptible to corn-
pletion of individual portions that would constitute new con-
struction available for use and entitled to base year values. 
24 The Board is merely adopting the language of the legislature that 
25 new construction may consist of only a portion of property and 
26 that when that portion is completed it is entitled to a base 
27 valuation year. 
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EXHIBIT J 
Page 23 of 25 
tin uniforr.dty. Plaintiff has rtot demonstl_·ated that the 
is in error. Plaintiff has only shown there are options 
t int in time should be considered as construction 
t and not that the noard's position is unreasonable as 
tation of Proposition 13 and section 71. 
The final example provided by plaintiff at pages 31 
33 of his brief is the Assessment Practices Survey Calaveras 
1981-82 Exhibit M. It is clear that the example follows 
in provisions of Rule 463 (d) and (e) without any necessity 
reference to the May R, 1980 memorandum of the Doard because 
there is no indication of either a construction with distinct 
stages where part of them are completed or_ occupied or a facili 
that will become available for occupancy witl1in a reasonably 
short period of time. The example involves two separate years 
lien Clates. The example therefore does not call into play 
difference in opinioh betwee~ plaintiff's position and the 
position of the Board in its memorandum. It is clear from the 
full text of the example which is not quoted by plaintiff that 
the Calaveras County Assessor had improperly adjusted values 
lien year to the next. No question of base years was 
involved at all. The example assumed that there was no com-
pletion of any distinct portion until the third lien year. 
CONCLUSIOn 
Plaintiff has taken the position that Rule 463 must be 
interpreted so that new construction must encompass the entire 
constructed on property no matter how long the period of 
144 
or su 
aint f s 
1 f 
is finis out the tenan 
not clearl sta 
s bui i at is 
c l\S e L 
continue to re ise 
found top f and n t 
Rule, on 0 hand, d 
build 
as determined re renee to 
ere in. It no cess 
II 
~~·the prcpcrty be in 
nts can be placed rein, and the 
iately usea e rpose tend 
in t ioned objective 
avoid, at ast part, conclusions by asse 
constrvction was completed. Take an example at 
34 where plaintiff ues that date t 
established when the entire project is substan i 
occ ncy. This of course leaves open the fin 
"substantially," i.e., 51%, 80%, or 99%? 
plaintiff has failed to establish that any cifi 
Rule 463 is inval but rather clings to the 
the extent the rule is interpreted to be at variance 
various provisions of plaintiff's position the rule is 
s is merely a quarrel with two reasonable interpretat s of 
stitution, the statutes, and the Rules of the Doard 
ualization. Under those circumstances it is the duty of 
lm1 the construction of the Board under its discre-
tionary duty for it has not been estahlished that the inte 
ation is clearly erroneous. 
Respectfully submitted, 
GEOl<CE DEUK1·1LHl\tJ, Attorney Genera 
PIJILIP C. GIUFFiil, 
Deputy Attorney Cenera 
By 











,For purposes of this Chapter, the date of completion is the date 
the new construction is available for use. In determining the ~nit 
where various components of new construction are completed for 
different lien dates, any development originally designed and 
completed within a reasonable period of time as an integrated 
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PROPOSITION 3 OF JUNE, 1982 
(CHANGE IN OWNERSHIP AFTER EMINENT DOMAIN) 
Objective of the Hearing 
The purpose of this phase of the hearing is to review the 
problems relating to the implementation of Proposition 3 of 
June 1982 (eminent domain assessments), and to develop a framework 
for statutory implementation of this new provision of Proposition 
13. 
Background 
On June 6, 1982, the voters approved a change in Proposition 13 
which provided that there would be no reassessment to full value of 
property acquired by a taxpayer to replace comparable property 
which was acquired by a government entity. For text of Prop. 3, 
refer to Exhibit C in Attachment 1. 
The implementation of this amendment is not as simple as it 
looks. Of critical import is the value to be used on property 
acquired as a replacement for property acquired by government. 
When the original ACA went through the Revenue and Taxation 
Committee, the analysis stated that the wording of the ACA provided 
that there would be no change of the assessed value of the property 
being acquired by the-taxpayer. This is not the same as allowing 
the taxpayer to carry ~ the value of the old property. For 
Committee analysis, refer to Exhibit B in Attachment 1. 
However, implementating legislation, AB 3382 (Cortese) (not 
chaptered at the time this report goes to print) , provides just the 
opposite--the value of the old property is transferred to the one 
acquired. Refer to Exhibit A of Attachment 1 for text of the bill. 
This issue and a number of other siginificant Proposition 3 






Overview of Issues Related 
to Implementation of 
Proposition 3, June 1982 
Prepared By 




Information for Heari 
Aspects of the Property 
Change in Ownershig of Property Acguired or 
Affected by o11ernmenta 1 Act 10n , 
Propositi on 3 (ACA 4, Camp be 11) was passed by 
1982 primary election to give tax relief to 
from property by government a 1 action. The 
changed Article XIII A (Proposition 13) to provi 
ership does not include the acquisition of real 
ment for comparable property when persons acquiring 
have been displaced by eminent domain proceedings, 
pub1 ic entity, or by governmental action which has res 
ment of inverse condemnation. Absf:'nt such ?, 
placed p<:rson acquires replacement property, 
ownership of the replacement property and taxes 
fair market value of the replacement property, 
an increase of property taxes for the person di 
To take advantage of i provisions, Proposit 
replacement property be "comparab 1 e" to the 
be deemed comparable if is similar in siz~, 
it it conforms to state regulations, as defi 
governing the relocation of persons displaced 
The rel'ief is only available to property acquired 
and it affects on~y assessments which occur after 
proposition took effect on June 9, 1982. ACA 4 
implementing legislation, and passage of the 
number of questions about the meaning of its 
app 1 i ed by county assessors. AS 3382 (Cortese) 
1\evenue and TaxatiJn Code and (Exhibit A) 
questions in some respects, but a large number 
be answered~ and the staff of the Board be 1 i eves 
tile subject of legislation in the upcomi 
emphasize th-at we are presenting a staff view 
i1y represent the views of our elected Board 
arise in the following ID~eas: 
I. Base year value 
II. Comparability 
III. Time limits for qualification 
IV. Title and multiple ownership 
V. Treatment new construction 
VI. Location 
VII. Administrative ems 
152 
I. Base Year Value 
The basic question is whether Proposition 3 requires replacement 
property to continue with its existing base year value or to take on 
the base year value of the property from which owner was dis-
placed. The legislative staff analysis prepared while ACA 4 was pend-
ing (see Exhibit B) pointed out that 11 lt should be clear that this 
amendment does not propose that the base value of the property acquired 
by government be transferred to the new property. Rather !t it proposes 
that there be no revaluation of the new property because it changes 
ownership. 11 The ballot arguments submitted by Assemblyman Campbell 
(see Exhibit C) indicate his intent was to have the displaced person 
take the old base year value to the new property. 
AB 3382 (Cortese) resolved this issue in favor of having the base year 
value of the replacement property be the lower of the fair market value 
of the replacement property or the adjusted base year value of the 
property from which the person was displaced. In other wordss the 
person displaced carries over the old base year value unless the fair 
market value of the replacement property is lower than that old base 
year value. 
II. Comparability 
Proposition 3 provides that the benefits of the new law extend only to 
the acquisition of real property which is comparable to the property 
rep 1 aced. The amendment goes on to provide that the rea 1 property 
acquired shall be deemed comparable to the property replaced if it is 
similar in size, utility and function or if it conforms to state regu-
lations defined by the Legislature governing the relocation of persons 
displaced by governmental actions. This requirement of comparability 
and the corresponding definition raises a number of questions. 
1. What is the definition of size, utility and function and must 
all three elements be absolutely comparable or does the prop-
erty qualify for relief if it is only substantially 
comparable? 
The Legislative Counsel has issued an opinion (see Exhibit D) which 
seems to conclude that comparable means similar in certain character-
istics or quality but that the property does not have to be absolutely 
comparable in every respect. We assume that the intent of Proposition 
3 is to provide tax relief, and that doubts should be resolved in favor 
of granting that relief. Consequently, we believe that implementing 
legislation should be drafted which grants some i in most 
instances. The alternative is to apply the requirements strictly, and 
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3. Application of Proposition 3 to leases. 
Under existing law the creation of a leasehold i 
35 years or more, the termination of a lease which had 
·of 35 years or more, and any transfer of a lease 
term of 35 years or more, is a change in ownership 
that creating the long-term lease was the equival 
fee. The question then becomes: Should Proposition 3 
to the fee owners interest or to the lessee's interest? 
tent with the theory of the long-term leases, the 
Proposition 3 would accrue to the lessee, and the under 
is not ent it 1 ed to any re 1 i ef. It does not appear 1 ogi 
owner whose property is displaced receive no benefit for 
interest. The treatment of these long term leases 
before recommendations can be formulated. This is one 
issues yet to be resolved. 
V. Treatment of New Construction 
By its terms, the Constitutional Amendment applies to 
~hip and is not ap}ll icable to new constrt:ction. 
three questions that arise in this rega.rd. 
1. Does the tax re 1 i ef apply if the d i sp 1 aced 
only and builds a comparable structure? 
In this case we recommend that the property not get 
person buys the property subject to completion of 
i.e., title to the new property does not pass unt 
structure is finished. 
2. Does the tax relief apply if the displ 
smaller property and enlarges it to comparable s 
We recommend that the general rules outlined above 
carries over the old base year value or assumes the 
of the replacement property, whichever is lower~ 
tion is added as any other new construction would 
would apply as in the first example: If the person 
subject to completion, relief will be granted. 
VI. Location 
One issue that arose after passage of Proposition 3 
relief applied in situations where the person was d 
erty in another state and moved to California. AB 
the relief extends only to persons displaced from 
state. 
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VII. Administrative Problems 
There are a 
tive of this 
required? 
one county be 
rep 1 acement property 
county? How will the 
replaced property 1 
assessor n 
another county? 
Obviously the proper ementation of 
stanti al cooperation and among 
county and in other es. At the min 
agencies acquiring 's property should 
some proof of displ through a letter or 
be used by the person in making a claim 
option is to establ i a central depository or 
State Board of Equali ion utilizing a system 
some other comparable that would cross 
has previously cla relief 
be to require the 
keep adequate 
Practical solutions 
worked out with 
sub-
• 
AB 3382 (CORTESE} 
SEC. 5.5. Section 68 is added to the Revenue and 
Taxation Code, to read: 
68. For purposes of Section 2 of Article XIII A of the 
Constitution, the term "chang~ in ownership" shall not 
include the acquisition of real pmpeFly DS a repbcement 
for comparable property if the person acquiring the real 
property has been displaced from property in this state 
by eminent domain proceedir'f·"· by acqubition by a 
public entity, or by governmctllai action which has 
resulted in a judgment of inverse condemnation . 
The adjusted base year value of the property acquired 
shall be the lower of the fair market value of the property 
acquired or th(• adj11sted base year value of the property 
from which the pcrscn was displaced. 
The provisions of ibis section shall apply to eminent 
domain proceedings, acquisitions. or judgments of 
inverse condemnation dtcr March l, 1975, and shall 
affect only those assessments of that property which 
occur after June o, 1982. 
Persons acquiring replacement property between 
Yfarch 1, 1975, and January I, Hi8:), shall request 
assessment under this section with the assessor on or 
before January l, 1987. Persons :lcquiring replacement 
property on and after January I, 1983, shaH request 
assessment within four years of the (late the prop•:rty \vas 
acquired by eminent domain or purchase or the date the 





ACA 4 (Campb~ll) 
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ASSE:'tlnLY REVENUE AND TAXATION CO~l:\UTTEE 
ASSE:'>hn Y~IAN W ADIE P. DEDDEH, Chairman 
March 11, 1981 
ACA 4 (Campbell), AS INTRODUCED 
SUBJECT: Property Tax: Change of·pwnership 
FISCAL SU~~mRY: (Fiscal Committee: Yes} 
EXHIBIT B 
Page 1 of 3 
State: UnkrrovJ:l increase in state school subventions 
(due to less growth in assessed value and 
property tax) • 
Local: Unknown reduction in growth of assessed 
value for property tax purposes. 
-.. -- -~. -~ .. -·----------------
WHAT THE BILL DOES: 
Under current law, when a change of ownership occurs, 
property ~s reappraised (with certain exceptions) to its 
full value. 
ACA 4 provides that property purchased as a replacement 
for comparable property acquired by a governmental agency 
(e. g., through e:ainent domain), or for comparable property 
subject to a judgement of inverse condemnation, will not be 
revalued as a change o~_ownership. 
The measure is retrospective in that it applies to all 
property acquired after March 1, 1975, but the value of such 
properties shall only be changed for the lien date following 
voter approval o£ this measure. 
BACKGROUND: 
· Article ·XIII A was added to the California Constitu-
tion by Proposition 13 on June 6, 1978. That article pro-
vides that real property (land and buildings) shall be 
reappraised for ?roperty tax purposes only when purchased, 
newly constructed, or a "chanc;e in o-vm .. rship" has occurred. 
Otherwise, the full cash value of the property may be increased 
for property ta:::·.: purposes by not more t.han 2 percent per yec:.r. 
The Legislature has irr.plemented this provision with an 
extremelv coo~lex defi~ition of "chanqe of ownership." Included 
within the: cl2fin~ ':ion arc special circumstunces v:hich are defined 
to be changes ir: o-.-mership and special circt:nnstc::nces • ..1hich are 






ASSE\tBLY REVENUE AND T,\XATION C0\1:\IITTEE 
ASSE~tBL Y:'r1AN W ADIE P. DEDDEH, C1 airman 
ACA ... (Campbell) 
Page 3 
EXHIBIT ·s 
Page 3 of 3 
5. In additioJ to major state projects, many other public 
agencies can invoke eminent domain including cities, 
counties, state universities a11d colleges, and many types 
of special districts (e.g., highway districts, flood control 
districts, irrigation districts, port and harbor districts, 
hospital districts, etc.). · 
6. The argument presented to the voters in the ballot 
pamphlet against Prop. 5 is that is was a piecemeal 
approach to the problem and "it leaves intact the basic 
flaw in Prop. 13." 
Prepared by: David R. Doerr 
Harch 4, 1981 
pd 




Valuation. in 0\vnership 
Prepare.d by 
TAXATION. REAL PROPERTY VALUATION. CHANGE IN OWNERSHIP; LEGISLATIVE CONSTITUTIONAL 
AMENDMENT. valorem tax purposes when a .. change 
FINAL 
a LILLUUJCU!'J 
be deemed to "newly constructed" if it 
reconstructed after damaged by a 'I..U""-"'"'" 
dared by the Governor. qualify for this ext~mpu.on, 
however, the fair market value of the 
property must be comparable to the 
of the property prior to the disaster. If, instead 
structing the damaged building, the ..... r, ......... "' 
acquires a replacement following a UL"·"""~'"a 
the replacement property to ,..,<,.._ ... ,.,.,, 
der the Constitution. 
Current law provides the acquisition 
by governmental agencies through either 
condemnation (eminent domain). 
that the property owner be compensated if the 
property is acquired through condemnation. Current 
law also permits a property owner to sue govern-
ment (iri inverse condemnation) for compensation if 
the owner believes that his or her property 
. "taken" or damaged by governmental action. 
In general, the amount of compensation 
property owners by on•vPv-n1'1nP1"1t~ 
limited to the fair value 'Of the ..,.,.,,n"''""' 
certain other amounts, including 
The amount of compensation, however, 
dude any amount increased taxes 
owner must pay on a re1Jla1::erneilt 
6 
not include the acquisition of real 
nrtlnPrh! has been displaced from 
entity, or governmental action 
March 1, 1975, 
estimate of net state and local government 
minor to moderate administrative 
and cominunity districts 
income tax revenues a 






affects the "change iii ownership .. 
XIII A. Specifically, it changes the 
reappraisal of proper-
an owner who·has been as a result of 
eminent a entity, or action 
taken agency resulted in in~ 
cm:uu~mmtll.lOlll~ Under these circumstances the 
'"'~-'"'"'·'-'""'"''·" property would not be con-
........... ~,"" in ownership property tax :reap-
praisal purposes, provided that the replacement prop-
is comparable to the property from which the 
person was displaced. "Comparable property.. is de.. 
fined by measure as property which is similar in 
size, utility, function to the property from which 
the person was displaced, or which conforms to state 
regulations, defined by the Legislature, concerning the 
relocation displaced by governmental ac-
tions. property, as defined by this meastire, 
need not comparable value to the property from 
which the affected person was displaced. 
This modification of the change in ownership provi-
sions would apply to any property acquired after March 
1, 1975, but would require county assessors to revise the 
assessments of affected properties only for property tax 
rolls established on March 1, 1983, and annually thereaf-
ter. 
Fiscal Effect: 
measure result in an unknown, but proba-
bly significant, of property tax revenues to local 
governments. Cities, counties and special districts 
would have to bear these property tax losses. (Although 
school and community colleg~ districts would also lose 
property tax revenue, under existing law these losses 
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~ 
of Proposition 3 
inverse condemnation. The displaced nr.r.n.c>rl-v 
is then faced with the double penalty 
after a government-caused relocation. 
Proposition 3 would correct' this ""<•r~tv 
greater tax equity all Californians. 
the Legislature 
"yes" vote on 1-'r.r>n.n<>lhn.n 
ROBERT CAMPBELL 
Member of the 11th District 
KIRK WEST 
Executive Vice President 
Califomia 
ED DAVIS 
1975 assessment. date 
acquired is totally irrelevant 
break a displaced individual should 
sition 3 draws 
Proponents 3 
pass it merely it ~-'""'·::":;'-' 
opposition. This is contrary to the 
which the Constitution can 
only by voters. The Legislature 
to propose amendments. Voters are not 
for the Legislature, and I urge all to examine 
sition carefully. A dose look reveals 
proponents gloss over. These unjust 
the defeat of Proposition 3. Vote 
TIMOTHY D. WEINLAND 
Attomey at Law 
authors and have not been checked f'or accuracy any official 








Dear Mr. Campbell: 
Sacramento, Cali 
August 2, 1982 
"Cha~ge in Ownership" 
#12588 
FACTS 
Assembly Constitutional Amendment No. 4, which 
was adopted by the Legislature as Resolution Chapter 5 of 
the Statutes of 1982 and was submitted to, and approved 
EXHIBIT D 
Page 1 of 6 
by, the voters at the June 8, 1982, Direct Primary Election 
as Proposition 31, amended Article XIII A of the California 
Constitution, relating to real property taxation, by adding 
subdivision (d) to Section 2 of that article. 
In connection with that constitutional amendment, 
you have posed three questions relating to its interpreta-
tion which were included in a memorandum which you received 
and forwarded to us. Each of those questions is answe 
separately below. 
ION NO. 1 
In the context of Proposition 3, i.e., real 
property which is acquired as a replacement for 
property under specific circumstances, what is the mean-
ing of the word "comparable"? 




Honorable Robert J 1 - p. 3 - #12588 
While that 
position:3 quoted , in fact, 
EXHIBIT D 
Page 3 of 6 
"comparable" (See , Ballot Proposition 
3, Legislative Analyst June 8, 1982, Primary Ballot 
Pamphlet, p. 12), we are of the contrary view that the 
language merely provides two distinct examples of circumstances 
or factors in which comparability will be deemed to exist 
and is not intended to. exclude from consideration the 
existence of other circumstances or factors be 
relevant to a of comparability 
Based upon that view, it remains to be considered 
what definition is to be accorded the term " " 
In accordance with generally accepted rules of 
construction which are applicable to statutes constitu-
tional amendments a term which is those 
enactments will be its usual or meaning, 
in the absence of definition, giving ference 
to the context in term appears and to the general 
policy of the enactment (see In re Rojas, 23 • 3d 152, 
155; People ex rei.. v. Superior Court, 16 Cal. 3d 
30, 40). 
In this regard, the usual or meaning 
ascribed to the term "comparable" is as follows: 
having enough like characteristics or qualities to make 
comparison appropriate permitting or comparison 
often in one or two points only • .. 11 (see 
Webster's Third New ional Dictionary .), p. 
461). 
Applying 
which the term '' 
is, with reference 
real property, we 
construed as meaning 
property replaced are 
characteristics or 
Accordingly 
context of Proposition 3, 
construed as meaning 





lar in at least some 
• 
the property replaced possess 
characteristics or qualities, the two 
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§ 7261 RELOCATIO::'\ ASS!::iTA.NCE 'ritte 1 
§ 7261. r.clocation ::uhisory assistance by public entity; local 
offices 
(a) A public entity shall provice relocation advisory assistance 
to any person, business, or farm opercltion displaced because of fhe 
acquisition of real property for public use. 
· (b) In giving such assistance, the public entity may establish lo-
cal relocation advisory assistance offices to assist in obtaining re-
placement facilities for persons, businesses,- and farm operations 
which find that it is r:ecessary to relocate b~cause of the acquisition 
of real property by the public entity . 
. (c) Such advisory assistance shall include: 
(1) Determining the need, if any, of displaced persons for relo-
cation assistance. 
(2) Providing current and continuing information on the avail-
ability, prices, and rentals of comparable decent, safe, and sanitary 
housing for displaced persons, and of ccmp<lrable commercial proper-
ties and locations for displaced busir.esses. • 
(3) Assuring that, within a reasonable period of time, prior to 
displacement, to the ex~cnt that it can b::2' r.::asonu.b!y accomplished, 
there will be available in areas not generc.ily less desirable in regard 
to public utilities and publit: and co!nmerci::i facilities, and at rents or 
prices within th~ finand::J means of the fc.~-r:mes and individuals d!s-
placed, decent, safe, and s11.nitary d· • ...-ellin:;s, equal in number to the 
number of, and available to, such dlspbced p::-rs:ms who require such 
dwe!lings and reasonably uccessible to tL:::~r places 0f .:mrloym.;nt, ex-
cept that, in tb-:: case of a federally funded p:roject, a waiver may be 
obtained from the: federal government. 
(4) Assisting a displaced person disph,;:;£d from his busir.ess or 
farm operation ir. obtaining md. becoming established in a suitable 
replacement location. 
(5) Supp!yhg information concerning federal and state housing 
programs, disaster loan programs, ar..d other federal or state pro-
grams offering a.s:olstancc ~o displaced persons. 
(6) Providing other advisory ;:;ervices tc: displaced persons in or-
der to minimize hardships to !=U;;h pcrson3. 
(d) The public entity sh::lll coordinr:,te its relo.::r~:ion a:::sistance 
program with the project n·ori< n2c :o:;iuni::.g the displJ.cemPnt and 
with other planr..;'d or propost>d :<cth iti'2s of othc::r r:ublic entities in 
the community or JWar:)y area!': whit::-: rray :Jffcct tl:;:· i:np!cmcntatic.n 
of its relocation a:;siztmlce progr~m. 
(Added by St.:ts.l!JG:J, c. 1-it:~. p. ~0\J, ~ 1, df. ~,,Jlt. 6, 1?·~9. Amt>ndcd by 
Stat.s.1~~71, c.l.:i7·1, p. 31:J:>, ~ 2; St~t~s.1;,7.1, c.};;~~. p. 00~·9, § 2.) 
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EXHfBIT E 
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7263. (a) In addition to the payment::; 
the public entity, as a part of the cost of acq11isition, a 
payment to the owner of real property :lC:"3nired !'or public use 'vvhich 
is improved \\.rith a dwelling actual!y ov. ned :.n:d occupied by the 
owner as a permanent or customary and usual place of abode for not 
less than 180 days prior to lhe initi::tticn of negotiation for the 
acquisition of that property. If n homemvr:er ha~ ~·utisfie:d all but the 
180-day requirement, and if in the jurlsmcnt of the public entity the 
circumst<:tnces warrant it, the public entity may reduce the 
requirement as necessary. 
(b) The payment, not to exceed fifteen thousand dollars 
($15,000), shall be based on the following factors: 
(l) The amount, if any, v. hich, when addcn to the a.:quisition 
payment, equals the reasonable cost cf 3 conr3rable replacement 
dwelling determined, in O.CCOrC:mce '.Vif.n stand?rds established by 
the pubL.: entity, to be a decent, safe, ar.d S3niL;:·>· dwelling adequate 
to accommodate the disph:ced O\vner, recson:.J.bty accessible to public 
services md the displaced person's :~·bee of employment, and 
available Jn the market. 
(2) Tb-- ammmt, if <::'ly, 1vhich will comp.:msate the displaced 
O\vner fo. :my ir::crc<~~ed i:1tNcst cc.~ts ·.~·hid.:: h~ is required to pay for 
f!nancing the a~quisition of?. e:Gu!p:cr~~:)l,-: repL>.ccment dwelling. The 
amount ~1tall be paiJ oniy if the JcquircJ d'.'::.::!:i:lg wa:; encumbered 
Ly a bone. fide mort~;age w11~c'l v:ns a ':Jlid li::::-~ (m the d·.·:dling for 
not less than 1&0 days p•·ior to the inid.t!icli r:! r~t ticr:s for the 
acquisition of such dwelling. TL~ am(1~mt sh;.tll be. to the excess 
in the aggregate interest and other dt'bt ser\'icc costs of that amount 
of the princip:t.l of the mortga~_;e on the rer1accment dwel1ing which 
is equal to the unpaid babnce of the mortgage on the acquired 
dwelling, over the rem<lindcr term of the rnortga~·~ on the acquired 
dwelling, reduced to di.~counted present value. The discount rate 
shall be the prevailing interest r::,te p<lid on sa\'ings deposits by 
commercial b:mks in the general area in which the replacement 
dwelling is located. 
(3) Reasonable t>:penses incurred by the displaced O\vner for 
evidence of title, ret ordiug fees, and othcr closing costs incident to 
the purchc1sc of the rc placement dwelling, but not including prepaid 
expenses. 
(c) The P•l;·ment shall be made only to a displaced owner who 
purchases and occupies a replacement d'.velling that meets standards 
established by the public entity \'>it::in or::.c year to 
date on which he rccei\ cs from the pubiic entity fin:Jl ~>dyment of all 
costs of the chve!ling ~1cquircd by tl-:r> public entity. However, the 
displaced owner and the public entity may agree: in writing that the 
displaced owner m:iv remain in occupancy of the acquired dwelling 
as a tenant of the public entity on the conditions that the displaced 
owner skJl only be entitled to the pyment authorized by this 
section on the date on which he me\ es from the acquired <hvelling 
and th:.1t the p:lnnent shall be in :m amm•nt ectual to that to which 
he would bw: been entitled if he h..1d p!lichascd and occupied a 
replacement cl.wdlia;,; cne year :,ub~equc:nt to tLc thtc on he 
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SEC. 4. Section 726-t5 of the Government Code is amended to 
read: 
7264.5. (a) Jf comp:nable repbccment housing is not available 
and the public entity th:termines that comparable replacement 
housing c:innot otherwise he m:vle available. the public enlity shall 
use funds authorized for the project for which the real property, or 
inter:est thereof, is being acquired to provide that housing. 
(b) No person shall be required to move from his dwelling 
because of its acquisition by a public entity, unless there is 
replacement housing, as described in paragraph (3) of subdivision 
(c) of Section 7261, avaikble to him. 
(c) For purposes of determining the applicability of subdivision 
(a), the public entity is hereby designated as a duly authorized 
administrative bodr of the state for the purposes of subdivision (c) 
of Sec~ion 408 of the Revenue and Taxation Code. 
(d) The provisions of subdivision (b) shall not apply to a displaced 
owner v.:ho agrees in writing \vith the public entity to remain in 
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6C08. I?efinilions. The following terms shall mean: 
(a) Acc:uisition. Obtaining ownership or possession of property 
by lawful means. 
(b) Business. Any lav,;ful activity, except a farm operation con-
ducted primarily: ' 
EXHIBIT F 
Page 1 of 5 
(1) For the purchase, sale, lease, or rental of personal and real 
property, and for tht! manufacture-, proccs5ing, or marketing of 
products, COinmcdities, or any other persDnal property; 
(2) For the sal~ of ~ervices to the public; 
(3) By a nonprofit organization; or 
(4) Solely for thc- purpose of a moving expense payment (see sec-
tion f.090), for as~isting in the purchase, s;dc, resale, manufacture, 
processing, or marl.:eling of p;ociucts, co:nmoditics, person:.i prop-
erty, or services by th~ erection and m~:inknance of an outdoor 
ad\·crtising display, whether or wA such di~f)lay is lccatcd on the 
premises on \Vhich any of the above a~tivities are conducted. 
(c) Compan:ble Rcpl::cerncnt Dwelling. A dwelling which satis-
fies e~ch of the following standards: 
(1) Decent. safe and s:mitary (as defined in subsection 6008(d) ), 
and comparable to the acquin~d dwelling with respect to number of 
rooms, habitable living s:Jace and type and quality of comtruction, 
but not lesser in rooms or living space than necessary to accommo-
date the displaced person. 
(2) In an ~rea not subjected to unreasonable adverse environmen-
tal conditiom from eit;,er n:1tural or manmade sources, and not r:en-
erally less de~irable than the ncquired d•vciling with respect to public 
utilities, public :2nd commercir:l facilities and neighborhood condi-
tions, includins schools and municip<d services, and rea<>onably acces-
sible to the displc.c<::d person's present or potential place of 
employment; provided that a ootcntial place of employment may not 
be used to satisfy the accessibifity requirement if the dispbced person 
objects. · 
The Act and Guidelines do not rcouire th:1t the renlacement dwell-
ing be generally as desirable ;.;s the dcouired dv.:e!!irig v.'ith res;;cct to 
environmental charact<~ristics. Though a diophced person does not 
have to accept a dwelLng subject to unre~tson:.~ble ad\·erse environ-
mental conditions, n(>ithcr is a public entity required to duplic:~te 
environmental chara~tcristics, such as sce!lic vist:.~s or proximity to 
the ocean, bkes, ri,·ers, forests or other natural phenomena. 
If the dispbced person so wishe;, every reasonable effort shall be 
made to relocate such person within or ncar to his exi~t;ng neighbor-
hood. Whenever practicable the repbcement dwcllinc.; shall be rea-
sonably close to rebtives, friends, services or organizations with 
whom there is an exi5ti:tg depei~Jency relationship. 
(3) Avaibbk on the private market to the displaced person and 
available to ::~il pt•rsor.s regardless of race, cdor, sex, marital status, 
religion, or n.:tional ori~:in in a manner cunsistent with Title VIII of 
the Civil P.ir::hts Act of 19f38. 
(4) To th-P C\tent practiC'ablc and v>here con"istent with para-
graph (c) ( 1) of this •.::::lion, function:llh· equivalent ;:nd substantially 
the same as the acquired O\\dling, but not excluding newly con-
structed housing. 
177 
(5) Within the Fin:mcial ~1e2.ns the 
placement ch~·elling is within the fin:mci<'l means per-
son if the moathiy hou~~ing cost (incluciinl! mortgage, 
insuronce and property taxes) or rental ccst and 
other reascnablc recurring expenses) minus anv re hous· 
ing !)ayment available to the person (as provided h ~cctions 6102 and 
61()4) dces not exceed tv.enty-!i.-e percent %) of person's 
average monthlv income (::ts defined in ~,_,[Jsecticn C.OCJ3 ( 1)). A re-
placement dwelling is within the financi<:l.means of a displaced per-
son also if the purclu.se price of the d .veiling including related 
increast::d interest costs and other rcason~blc expenses (as described 
in section 610~~) does not exceed the total of th::: amount of just 
compensation provided for the dwelling acquired and the replace-
ment housing payment available to the pe;rson (as in section 
6102). 
If a dwelling which s:itisfies these standards is not available the 
public eutity mar consider a dv:elling which exceeds them. 
(d) Decent, Safe ar:d Sr.nitary~ (1) Housing in sound, dean and 
weather tight condition, in good repair and adequately maintained, 
in conformance with the applic::tble st::te and local building, plumb-
ing, electrical, housing and occ:1pancy codes or similar ordinances or 
regulations and v:hich meets the following minimum standards: 
(A) Each housc!wcping unit shall include a kitchen with a fully 
usable sink, a stove or connection for a stove, a SV).lrate and com-
plete bathroom, hot and cold running water in both bathroom and 
kitchen, an adequate and safe \Viring system for lighting and other 
electrical ~ervices and heating as required by climatic conditions 
and local codes. 
(B) Each nonhousekeepin~unit shall be in conformance with 
state and local code standards tor boarding houses, hotels and other 
dwellings for congregate living. 
(2) When the term decent, safe and sanitary is interpreted, under 
local, state or fed~ral bw, as e5:tablishing a higher standard, the ele-
ments of that higher standard, which exceed the provision of para-
graph (l) of this sub~ection, are incorporated herein. 
(e) Department. Department of Housing and Community De-
velopment. 
(f) Displaced Person. Any person who moves from real prop-
erty, or who moves his personal property from rea! property, either as 
a result of the acquisition of such real property, in \\'Lcle or in part, by 
a public "'ntitv or by any!:- ::rscn haVJng an :.greerr:ent with or acting on 
behalf o. a public entity, or as the result of a wnttcn order from a public 
entity to vacate the real property, for public use. 
This definition sb ll b~ construed so tnat p:?rsons dispbC'ed as a result 
of puLlic action receive relocation benefits in cao;c<; where they are 
disp!;tced as a result of an owner pJ.rticioa:ion ac:recmcnt or an acquisi-
tion earn :i out b:.· a pri·;ate pcrSO!l for or in cGnr:t>ctir,n with a public 
use where the public entity is ot~a:~rwi~c ernpowc·rc.i to acquire .the 
property to carry out the public use. 
(g) Dwellin:~. The pL~ce of pcrm.H:ent or cu,lomary ::md usual 
abode ,;fa per~on, in~lnd:;!•! a si::••lt>-f.unily clwcilin;~, a sirHd<-~-family 
unit in ..i t·.vo-fur:;il~· d·.·:e!H::·'. :r:•.:>H::mii~· 1:,r r:,ldtipurrc·:··' liwclhng, a 
unit of a condominiuu1 0r cctlJ)~'L:tive hc·usic ·.~ ~':rcwct, a nonhr:.>u•,ekcep-
ing unit, <! moLilelwrnc. or ;1:1y o:lt~·r rc:.id,:;r.tial unit \vhich either is 
con~.idered t'J be rc:i! propcnv t'ncicr ~t:ltc bw or c:.HL1Gt be mm·cd 
\Vithout sub~tanti;d ci.t!;l:~··,: or un:-c:->•on:d>lc cost. A need not 
be uccent. s~.re: ~md S·,:'u<v to 1.).~ a <h.cllin::;. 
A sr::ccnd home ,.h;di b~· con~idcJccl lo be a 
purpc:sc 0f rstabli .. H.1~ c:i?ih 1,:y fur p<;·mt.nt lor 
expcmes ci in '>:.:'Ction 6\.:'.'')). 
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(h) Economic Rent. The amount of rent a tenant or homeowner 
would have to pay for a dwelling similar to the acquired dwelling in a 
comparable area. 
(i) Elcb·ly Household. A household in which the head of 
household or spouse is 62 years or older. 
(j) Family. Two or more individuals who hy b!ood, marriage, 
adoption, or mutual consent live together as a familv unit 
~ . . 
(k) Farm Opcra~ion. Any activity cor:ducted soldy or primarily 
for the production of one or more ns~ricuhur<:l prcducts or commodities, 
including timber, for saie or home u-;-e, :.nd customarily producing such 
products or commodities in suffici.:-nt quantity to be c.1pab!e of contrib-
uting materially to the operator's support. 
(I) Gross Income. Cross income means the total annual income 
of an individual, or v:h·~re a famih is disolnced total annual income of 
the parents or adult heads of hou5:ehoid; less the follO\ving: 
( 1) A deduction of SSO{) for each dependent in excess of three. 
(2) A deduction of ten percent ( 10%) of tot3l income for an elder-
ly or h~!ndicap:;:>ed household. 
(3) A deduction for recurring, extraordinary medical expenses. 
defined for this purpose to mean medical expemc:s in excess of three 
percent of total income, where not compensated for or covered by 
insurance or other sources, such as public a::.sistance or tort recovery. 
(4) A deduction of reasonable arnoun~s paid for the care of chil-
dren or sick or inc:1 pacitated family members when dctcr:nincd to be 
necessary to enmloyment of the heJd or spouse, except that the 
amount deducted shall not exceed the amount of income received by 
. the person thus released. 
Gross income is divided by twelve to aso;ertai!1 the average monthly 
incornf Relocation and property acqui~ition p:!~·rnents are not to be 
considered as income for the determin:ttion of financial means. 
(m) Handicap~cd Housel:old. A l:ousehold in which any mem-
ber is h_ndicappcd or dis.1bled. 
(n) Initiation of Ne;oti;:tions. The initial written offer made by 
the acq• .ring entity to thE> o·.'·ner of red properl}' to be purchased, or 
the owner's representative. 
(o) ~fobile Home. A structure, tr:wsportable in one or more sec-
tions, which h built on a permanent chassis :mJ d.::>igned to be used a,s 
a dwelling with or without a pt:·rmanc-nt foundat:0!l when connected to 
the rcc;-..:ircd utilities, and ir.cludes the plurnbing, hc·,1ting, ;;.ir-condi-
tioning~ and elt:::ctrical syst<.'ms contained therein .. \ self-propelled vehi-
cle is not a mobile home. 
(p) Mortgage. Such classes of liens as are commonly given to se-
cure <:d·;,:ncc:; on, or the ur.paid purch.1se p-ice of. real property, to-
gether with the credit 1nst:-ume:-:ts, if any, secured thereby. 
(g) Ownc.-ship. Holding any of the folio•\ ing interests in a 
dwelling, or a contr;.l.ct to purch,,se one of the first ~ix interests: 
( l} A fee title. 
(2) A life estate. 
(3) A 50-vear lease. 
{ 4) A lease \vith at least 20 years to run from the date of acquisition 
of the property. 
(5) A proprietary interest in a cooperative housing prcject which 
includes the right to occupy a dwelling. 
(6) :\ proprid:'ry intere~t in a mobi1ehome. 
(7) A lcaseho!d interest with an optiGn to purchase. 
In the cnse of one wbo has succeeded to .mv !he 
by devi~e. bequest, inhcntJncc or operation. l:Jw, 
ership. but not occup.mcy, of the 
tenure preceding owner. 
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(r) Person. Any individual, family, partnership, corporation, or 
association. 
(s) Public Entity. Includes the state, the Regents of the Univer-
sity of Caiifornia, a county, city, city and countv, district, public autho:· 
ity. pub!ic ;:gency, and any other political subdivision or pubhc 
corporation in the state when acquiring rea.! property, or any interest 
therein, or ordering that acquired property be vacated, in any city or 
county for public use. 
(t) Public Use. A use for which property may be acquired by 
·eminent domain. 
(u) Tenant. A person who rents or is otherwi~e in lawful posses-
sion of a dwelling, including a sleeping room, which is owned by an-
other. 
6052. Survey and Analysis of Available Relocation Resources. 
(a) (1) To enable a public entity reasonably to determine that the 
requisite comparable replacement dwellings will be available, the 
public entity, \\-lthin 15 days following the initiation of nPgotiations, 
shall initiate a survey and analysis of available comparable relocation 
resources. 
If a recent survey t~at provides the information identified in this 
section is not available. the public entity shall conduct a survey and 
analysis of the housing market. Ifa recent survey is available, but it 
does not reflect more recent, significant changes in housing market 
.conditions, the survey ~hall be uodatcd or it shall not be relied upon. 
(2) Whe:1 more thah 25 households 'Nil! be displaced, survey re-
sults shall be submitted for review to locd housing, development and 
planning agencies and shall be compand to other existing informa-
tion on housing availab\lity. 
(3) The survey shall be updated at least annually. 
(b) The survey area shall be reasonably related to the displacement 
area and to the needs and preierences of the persoas to be displaced, 
as ind.ic&tcd in the v.:ritten an::>lysis prepared pu:·suant to section 6048. 
The survey area shall have relevant characteri~tics (see subsection 
6008(c)) which equal ore: :eed those of the neighborhood from which 
persons are to be displace<.. 
(c) A written :malysis of relocation housing resources shall be pre-
pared in sufficient detail to enable determination of tne availability for 
all potential displacecs of housing which meets the standards set forth 
in the definition of comparable replacement housing. 
The informiltion concernin:z hG:neowncrshio <'11 :i renrr{l units sk.ll be 
provided sep!lr,ate.ly. The nu!T'bcr of units av,l~L;blc shail be identified 
bv cost for eacn siZe categorv. Hescnrces avDH<'.olc to meet the nr;eds 
of elderly and handic2opped !)o:E-~holds sbll 0c: shown se~)arately and 
sh~ .. ll include mform:1 tilm on the number of units with special fa0i!ities 
and the nature of ;,uch facil:ties. 
Tile annlvsis :::Jf rc;omces sh:::il include a d~C:sciption of the locational 
characteri'>tics of the survey area ncigbbl)rr:r;ods correspondi:H~ to the 
requirements of comparJ.b:e r<.~placcrnertt hvu<:in~S. Information shali he 
provided conccrni;:;; pro;;.Hnily to present enwll\'ment sources (with 
the consent of the' di:;pLced t::~·r~or; a p,)'cnt:al c <Lpiover m·1y be sub-
stituted), medica! 8 '!1 rccrc:-:Lcn:1l b:. il :ies. patl; r:, cm~1nnm;: y centers, 
shoppin!!, tr:u:c:p0rbt10n and schools. 1r.f•lffl':ltion c:.lC'Crn,~H; prox~m­
itv to other relcvan~ ncc·rls :md J.II1CI:ittt·~ is l''·'·c-r:' :.d to cn•<Jrin.~ Utat 
residents are not iilC!ll:;citutcd bv the relocation . 
should also pronr:cd. · 
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(4) A person who 
shall be provided a 
- if he purchases a 
a replacement site. 
(5) A l?erson who owns 
the site shall be 
(A) If a 
purchase a 
with section ; 
( B} The amount 
home (in 
to lease, rent or 
accordance 
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Chapter VII 
REVIEW OF PROPOSITION 13 
LEGAL ISSUES AND LITIGATION 
The objective of this phase of the hearing is to review the 
legal issues and litigation which Prop. 13 has spawned. Because of 
its ambiguity, Prop. 13 has generated a vast amount of litigation 
and there are still many unanswered questions on which litigation 
is continuing. 
Background 
Margaret Shedd of the Board of Equalization legal staff has 
prepared an up-to-date summary of all significant litigation and 
opinions directly related to the property tax portion of Prop. 13. 
Her report, which is contained in Attachment 1, is organized around 
topical issues, such as constitutionality, change-of-ownership, new 
construction, etc., rather than by the date of decision: 
As the subject of this hearing is limited to property tax 
issues, this paper does not attempt to cover other areas of Prop. 
13 litigation, such as special taxes or state voting requirements, 
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Proposition 13 Property Tax Related Litigation 
and Opinions 
CONSTITUTIO~ALITY OF ARTICLE XIII A 
Supreme Court Decision: 
Amador Valley Joint Union High School Distric~ v 
Equalization, 22 Cal. 3d 208. 
On September 22, 1978, the Ca 1 iforni a Supreme 
Proposition 13 (Article XIII A) is constitutional. 
amendment was challenged on multiple constitutional 
included, its validity as an initiative measure, o ons 
single-subject requirement and the title summary-of 
' 1 
requirements, violation of the federal equal p ion clause impair-
ment of the constitutional right to travel, impairment of contracts, 
and its voidableness for vagueness. 
Superior Court Decisions: 
Joseph L. Dautrerliont, Jr. and Delores A. DautreE£[!!-.2-.._,Countx of. 
Ventura, 2 Civ. 65479. 
On December 21, 1981, the Superior Court relied on ision 
in ruling against plaintiff's contentions that their rea1 property, 
~>~hich was acquired after 1975, should be assessed at the value which 
appeared on the 1975-76 assessment roll and that o.n isition date 
bare year value denies them due process and equal 
Notice of Appeal filed on February 1, 1982, in Second st ct Court 
Appea 1. 
Talarides v. County of Al~meda, et al, Alameda 
546124-0. 
i or Cou 
Plaintiffs, real property owners I'Jho acquired ir property in 
December 1977, seek to have the value set for property tax purposes 
the value which appeared on the 1S75-?6 assessment roli. Action chal-
lenges Artic.le XIII A on equal prote.ction grour:ds. 
1981, the jucige signed an Order Sustaini:1g Der:•urrel~s l·li to 
Jlmer,d and Judgement of Di smi ssa l. 
Notice of Appealed filed on October 16, 1981, in Fi 
of Appea 1. 
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CONSTITUTIONALITY OF IMPLEMENTING LEGISLATION 
Attorney General Opinion: 
No. 79-1005, April 18, 1980, 63 Ops. Cal. Atty. Gen. 304 
The opinion concludes: 
(1) The exclusions under Revenue and Taxation Codes, Sections 
60-66, of transfers of certain property interests from the 
meaning of 11 Change in ownership 11 is a valid construction of 
Article XIII A. 
(2) The 1 imitations under Revenue and Taxation Code, Sections 
70-72, of the term 11 newly constructed, 11 interpreted in the 
light of constitutional constraints to exclude only such 
reconstruction after a disaster 11 as declared by the 
Governor, 11 is valid construction of Article XIII A. 
(3) The limitation under Section 43 of Chapter 242 of the 
Statutes of 1979 of the authority of a county assessor to 
enro 11 escape assessments for years prior to 1979-80 to 
reflect the "full cash va1ue 11 of any property is consti-
tutional. 
BASE YEAR VALUES 
Court of Appeal Decision: 
Schoderbeck, et al, v. Carlson, et al, 113 Cal. App. 3d 1029. 
Plaintiffs brought a class action against county officials challenging 
base year value determinations of property acquired after March 1, 
1975, on the grounds that the new acquisition bo.se year values should 
be (1) the 11 full cash value" that appears on the tax rolls for the lien 
date preceding the purchase, or (2) the full cash value 11 appears on the 
tax rolls for the 1 ien date succeeding the purchase, or (3) a "ratio 11 
of the two amounts. On December 26, 1980, the First District Court of 
Appeal did not consider the merits of the case, but rather remanded the 
action to the Superior Court with directions to dismiss it if plain-
tiffs cannot plead that they have exhausted their administrative reme-
dies or have a proper excuse therefor. Further, the court held that 
such failure to exhaust administrative remedies could not be excused on 
the grounds of undue expense in requiring a class consisting of some 
138,000 homeowners to pursue such remedies, since the plaintiffs could 
have filed a claim for refund with the county on behalf of themselves 
and on behalf of members of the class represented. 
On remand, the Superior Court dismissed the case without prejudice on 
June 30, 1981. 
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Superior Court Decisions: 
Holmdahl v. Alameda County Assessor, Alameda Superior Court No. 
H-55317-9. 
On January 15, 1979, the judge found that Board Rule 460 is not incon-
sistent with Article XIII A but concluded that the county assessor had 
no authority to increase the value of any property that had been 
appraised for the 1975 lien date. 
No appea 1 filed. 
People's Advocate, Inc. et al, v. State of California et al, 
Sierra County Superior Court No. 3499. 
Plaintiffs challenged the assessor's authority under Article XIII A to 
reappraise any property above the value appearing on the 1975 tax bill, 
even though such 1975 value was not the fair market value and notwith-
standing the fact the property had not been reappraised for the 1975-76 
tax year. On November 5, 1980, judgement was for defendants on the 
basis that plaintiffs failed to exhaust their administrative remedies 
and that Revenue and Taxation Code, Section 4807, prohibits injunction 
or collection of taxes. 
No ap pea 1 f i1 ed • 
Wolfe, et al v. County of Madera, et al, Madera Superior Court No. 
27639. 
The substantive issue presented is whether a 11 trended 11 value made in 
1975 constituted a reappraisal for purposes of Section 110.1 of the 
Revenue and Taxation Code or whether the county could make a 1975 base 
year value appraisal in 1980. On January 29, 1982, the Superior Court 
sustained the county's demurrer on procedural grounds. 
Notice of appeal filed in Fifth District Court of Appeal. 
Legislative Counsel Opinion: 
No. 3100, Property Taxation, June 19, 1981. 
The opinion concludes that the state Board of Equalization and the 
courts still have the duty to force local tax officials to 
determine 1975 base year values, pursuant to Revenue and Taxation 
Code, Section llO.l(c), which should have been completed by June 
30, 1980; however, such duty does not extend to individual 
assessments, but rather only to a "fixed rule or general system 11 
of noncompliance by such officials with the law. 
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NEW CONSTRUCTION 
Superior Court Decision: 
Alexander Pope v. Board of Equalization, et al, Los Angeles County 
Superior Court No. C331120. 
On May 6, 1982, the trial judge issued a Notice of Tentative Decision 
which concluded that Board Rule 463 is constitutional under Article 
XIII A and does not violate Section 71 of the Revenue and Taxation 
Code. The Los Angeles County assessor sought to have Board Rule 463 
declared invalid because it does not allow reappraisal of continuing 
new construction as often as is mandated by Section 71 of the Revenue 
and Taxation Code. The county position was that Section 71 requires 
reappra i sa 1 of the entire property each year unt i 1 the entire project 
is completed, not withstanding the fact that certain portions of the 
project are completed and in use. 
Notice of Appeal filed on June 29, 1982 in Second District Court of 
Appea 1. 
Legislative Counsel Opinion: 
No. 7781, Property Taxation, June 7, 1982. 
The opinion concludes that provisions of subdivision (c) of 
Section 70 of the Revenue and Taxation Code and subdivision (f) of 
Board Rule have to be construed to apply only to real property 
which has been damaged or destroyed by a disaster which has been 
declared by the Governor, in order to be constitutional pursuant 
to subdivision (a) of Section 2 of Article XIII A. 
CHANGE IN OWNERSHIP 
Cases Pending in Superior Court: 
Glen Ivy Recreational Vehicle Park Owners Association v. Count~ of 
Riverside, Riverside Superior Court No. 144211, f1led 
July 10, 1981. 
Plaint iff, which represents owners of undivided interests in a 
time-share project, seeks a refund of taxes paid on the basis that the 
reappraisal of such interests upon a change in ownership is a denial of 
~qual protection and that Revenue and Taxation Code, Section 65.1 dis-
criminates against fee owners vis-a-vis owners of other types of inter-
, sts in time-share projects·. 
Title Insurance and Trust Company v. County of Riverside and State 
Board of Equalization, Los Angeles County Superior Court No. 




Title Insurance and Trust Company v. County of Merced and State 
Board of Erualization, 1'1erced County Superior Court No. 6702i7, 
filed July 6, 1981, 
Title 
Board of Egua 1zat10n. 
Filed August 20, 1981, 
Title Insurance and Trust Company v. County of San Mateo and State 
Board of Equalization, San Mateo County Superior Court No. 256903, 
filed August 27, l98l, and 
Title Insurance and Trust Company v. County of Shasta and State 
Board of Equalization, Shasta County Superior Court No. 71119, 
filed September 18, 1981 • 
Plaintiff seeks refund of 1980-81 taxes paid and declaratory relief on 
the basis that Section 64(c) of the Revenue and Taxation Code is uncon-
stitutional, unreasonable, and invalid. Section 64(c) requires that 
upon the stock acquisition or direct or indirect ownership or control 
of a corporation, all property owned directly or indirectly by the 
acquired legal entity is deemed to have undergone a change in owner-
ship. Issues raised in the complaint are: (l} whether the transfer of 
stock effects a change in ownership of a legal entity's real property; 
(2) whether Section 64(c) unconstitutionally deviates fr'1m the funda-
menta 1 ru 1 e which recognizes separate leg a 1 identities of corporations 
and shareholders; (3) whether Section 64(c) violates equal protection 
regarding corporate stock transfers; ( 4) whether Sect ion 64( c) is part 
of an inconsistent change in ownership statutory scheme; and (5) 
whether Sect ion 64( c) authorizes the reappra i sa 1 of property owned by 
subsidiaries of an acquired parent corporation. The State Board of 
Equalization was served in the above entitled actions on July 1, July 
7, August 4, August 18, and September 8, 1982, respectively. 
Vincent P. Paoli, June L. Paoli, Carroll E. !~orris and Alice J. 
tvlorris v. City and County of San Francisco Assessment Appeals 
Board, State of California and State Board of Equalization, San 
Francisco Superior Court No. 793037, filed April 12, 1982 • 
Plaintiffs seek refund of taxes and declaratory relief. At issue is 
whether upon dissolution of a corporation ovming real property, the 
property must be distributed so that all shareholders receive an 
undivided interest in each parcel of property in pro port ion to their 
shareholdings in order to qualify for exclusion under Section 62(a), of 
the Revenue and Taxation Code. 
APPLICATION OF 2% INFLATIONARY FACTOR 
Superior Court Decision: 
Barrett et al, v. County of Santa Clara, et al, Santa Clara 
Superior Court No. 42o754 and 
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Armstron3 v. County of San Mateo, et al, San Mateo Superior Court 
No. 2234 8. 
In an August 12, 1981, decision in this coordinated proceeding, the 
trial court held that the 2% inflationary factor in Article XIII A, 
Sec. 2 ~~applies to the fair market value base commencing July 1, 1978, 
and not prior to that date. 11 (JCCP No. 894) 
Notice of appeal filed November 9, 1981, in First District Court of 
Appeal. 
1978-79 UNSECURED PROPERTY TAX RATE 
Supreme Court Decision: 
Board of Supervisors of San Diego County v. Lonergan, 27 Cal. 3d 
855, and 
Roy E. Hanson, Jr. Mfg. v. County of Los Angeles, 27 Cal. 3d 870. 
On August 14, 1980, the California Supreme Court reversed the rulings 
of the Fourth and Second Courts of Appeal and held that Proposition 13 
was inapplicable to property on the unsecured roll for the tax year 
1978-79, and that such property was to be taxed at the 1977-78 secured 
rate. 
Cert. denied, U.S. Supreme Court, February 23, 1981. 
Court of Appeal Decision: 
Darr v. Alvord, 101 Cal. App. 3d 480. 
On January 28, 1980, the Second District Court of Appeal held that 
plaintiff taxpayers possessed an adequate legal remedy for refund of 
any taxes paid by thern and were not entitled to preliminary injunctive 
relief. With respect to the underlying issue of constitutional 
interpretation of Article XIII A regarding the 1978-79 unsecured tax 
rate, the court deferred to its opinion in the Hanson case. 
Attorney General Opinion: 
No. CV 78/76, June 1978 (Opinion by letter) 
The opinion concludes that the 1% limitation provided for in 
Section l(a) of Arti"cle XIII A is applicable to both real and 
personal property on the unsecured roll in the 1978-79 fiscal 
year. This conclusion is predicated on the assumption that the 
Legislature has or will have enacted legislation to make Sections 
l and 2 of Article XIII A operative on July 1, 1978. Section 1 of 
Article XIII A is not self-executing, and failure to enact such 
implementing legislation would postpone the effect of the 1% limi-
tation for at least a year. 
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RECOGNITION OF DECLINES IN VALUE IN 1978-79 
Court of Appeal Decision: 
State Board of E ualization v. San Die o ervisors, 105 
Ca 1. App. 3d 
On May 15, 1980, the Fourth District Court of 1 invalidated Board 
Rule 46l(b), which was adopted following pass of Proposition 13 and 
prior to voter approval of Proposition 8 on the November 1978 ballot. 
Rule 46l(b) provided that, for the 1978-79 tax year, real property 
shall not reflect changes in depreciation. The court held that the 
rule violated Article XIII A, Section 1, which requires all real 
property to be assessed at fair market value unless another value 
standard is prescribed by the constitution. The cou that the 
other value standard prescribed by Proposition 13 relates to increases 
above fair market value. The court further found that Propos it ion 8, 
which amended Article XIII A to require that declines in value be 
recognized, is to be given retroactive application to the effective 
date of Proposition 13. 
Superior Court Decision: 
Contra Costa County et al. v. Graham, et al., 1 v. 52714. 
Appea 1 pending in the First District Court of Appea 1 following trial 
court's ruling (April 1, 1981) that it was bound by the Fourth District 
Court of Appeal•s decision in State Board of Equalization v. San Diego 
Board of Supervisors on the issue of the operative date of 
Proposition 8. 
APPLICATION TO STATE ASSESSEES 
Supreme Court Decision: 
Pacific Gas and Electric Co., et al., v. State Board of 
Equalization, 27 Cal. 3d 277. 
Pacific Gas and Electric Co.~ San Diego Gas and Electric Co., and 
Southern Ca 1 iforni a Edison sought by writ of mandate, to have their 
real property assessments reduced to 1975-76 values as provided by 
Proposition 13. The action challenged the Board 1 s ruling that 
Proposition 13 value 1 imitation did not apply to state assessees and, 
..:herefore, such asses sees were st i 11 subject to annual reappra i sa 1. 
The utilities filed their suit against the Stat! Board of Equalization 
efore paying their property taxes. On October 16, 1979, the Court of 
Appeal held that state assessees are covered by Article XIII A and must 
he treated as any other real property holder in California. On appeal, 
the Ca 1 iforni a Supreme Court ruled on June 5, 1980, that the pub1 ic 
utilities must use the tax refund method to determine if they are 
entitled to share in Proposition 13's tax rollback. The court did not 
determine whether the utilities would be entitled to the rollback. 
Petition for rehearing denied July 10, 1980. 
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Superior Court Decision: 
ITT World Communications, Inc. v. Cit~ and County of San 
Francisco, State Board of Equa 1 i zat ion, an Francisco Superior 
Court No. 771841. 
Plaintiff, a public utility assessed by the state Board of 
Equalization, filed claims for refund for 1978-79 and 1979-80, then 
filed a camp l ai nt for refund in Superior Court on the theory that its 
real property was assessed illegally under Article XIII A. Plaintiff 
contends that the 11 rollback" valuation provisions of Article XIII A, 
Section 2(a) are applicable to state-assessed property. On 
April 12, 1982, the trial judge granted defendants' motion for summary 
j ;.~dgeme nt. 
Notice of Appeal in First District Court of Appeal on May lOt 1982. 
ASSESSMENT OF MINERAL RIGHTS 
Superior Court Decision: 
Petroleum Property Appraisal Cases, Included Action: L~nch v. 
Board of E ualization and lnde endent Producers Assn. v.oberts, 
3 Civ. 2 862. 
On December 18, 1981, the trial judge concluded that Article XIII A 
applies to oil and gas production and that Board of Equalization Rule 
No. 468 (Oil and Gas Producing Properties) does not violate mandates of 
Article XIII A and is valid in all respects. (Judicial Council Coordi-
nation Proceedings No. 1192 in Sacramento County.) 
Notice of Appeal filed May 12, 1982, in Third District Court of Appeal. 
Attorney General and Legislative Counsel Opinions: 
No. 80-322, June 18, 1980, 63 Ops. Cal. Atty. Gen 491. 
The opinion concludes that a reassessment of oil and gas rights 
based solely on an increase in recoverable amounts of oil and gas 
caused by a change in economic conditions violates Article XIII A 
of the Ca 1 iforni a Canst itut ion. The same cone lus ion was reached 
by the Legislative Counsel in Opinion No. 17679 - Property Tax: 
Assessments, February 19, 1980. 
INDEBTEDNESS 
California Supreme Court Decision: 
Carman v. Alvord, 31 Cal. 3d 318. 
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The issue presented was whether Article XIII A pennits levy of an ad 
valorem tax in excess of the 1% limit in order to meet a city's obliga-
tion to the Public Employees' Retirement System, where the ligation 
was approved by voters prior to July 1, 1978. On May 10, 1982, the 
Ca 1 iforni a Supreme Court he 1 d that the term n; ndehtedness 11 covered 
obligations arising under a city's pension plan, and that the phrase 
11 interest and redemption charges'' in the context used in Article XIII 
A, Section 1 (b) denotes no more or 1 ess than sums from time to time 
necessary to avoid default on obligations to pay money, including 
obligations for pensions. The court also held that such construction 
of the except ion to the 1% 1 imitation avoided any issue of impa i nnent 
of pension rights in violation of the federal contract clause that 
might arise if Article XIII A were construed to repeal the city's 
pension tax. 
Court of Appeal Decisions: 
Kern County Water Agency v. Board of Supervisors of the County of 
Kern, 96 Cal. App. 3d 874. 
On September 13, 1979, the Second District Court of Appeal held that 
most taxes 1 evied for the benefits of Kern County Water Agency were 
expressly authorized by Article XIII A, Section l(b). In 1960 
California voters approved the .. California Water Resources Development 
Bond Act'' (Water Code, Section 12930). In 1961, the water agency 
entered into a voter-approved contract with the Department of Water 
Resources for purchase of water. One provision of the contract 
required the agency to 1 evy a tax sufficient to provide for a 11 pay-
ments under the contract if the agency failed to raise sufficient 
funds. The court found that the taxes levied were necessary to meet 
the bonded indebtedness approved by voters in 1960 and re-approved by 
voters of Kern County in 1961. 
Metropolitan Water District of Southern California, et al. v. 
Dorff, 98 Cal. App. 3d 109. 
On October 9, 1979, the Second District Court of Appea 1 held that, 
under an exception to the constitutional provisions excluding from the 
tax limitation to pay interest and redemption charges on any indebted-
ness approved by the voters prior to the time Propos it ion 13 became 
effective, the real property annexed to the Metropolitan Water District 
after passage of the Proposition was subject to an ad valorem tax in 
excess of 1% to pay the interest and redemption charges on indebtedness 
of the t"etropolitan Water District approved by voters prior to that 
date. The court made its findings even though the property to be 
annexed was not included within territory served by the Metropo 1 it an 
Water District at the time the indebtedness was approved. 
County of Shasta v. County of Trinity, 106 Cal. App. 3d 30. 
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On May 22, 1980, the Third District Court of Appeal held that the 
annual payment for use of the property of the Shasta Joint Junior 
College District by Trinity County is an indebtedness approved by 
voters prior to the effective date of Article XIII A, and that the tax 
levied for that purpose is not within the limitation of Section l(a) of 
that article. According to the facts of the case, the then existing 
legislative scheme pennitted Trinity County to join a new school 
district and to acquire the corresponding right to use the property of 
the old district by voting either to assume the indebtedness of the old 
district or by voting to pay an annual charge for use of such property 
in an amount equal to that amount required for interest and redemption 
of bonded indebtedness incurred in acquiring the property. In an 
April 1967 election, Trinity County voted to join the new district and 
to incur the annual charge to be raised and paid through a tax levy. 
Superior Court Decisions: 
City of Watsonville v. Merrill, Santa Cruz Superior Court No. 
69599. 
On June 14, 1979, the trial court held that the city•s obligation to 
provide retirement benefits and make payments to PERS pursuant to its 
voter-approved city charter is no different than any other municipa 1 
ob 1 i gat ion incurred by contract and, therefore, is not indebtedness 
falling within the exception of Section l(b) of Article XIII A. 
On October 20, 1979, the parties filed a stipulation acknowledging that 
the court's judgement establishes "the law of the case with respect to 
the parties herein, and any amounts levied and collected for 1979-80 to 
finance employee retirement for the City of Watsonville pursuant to 
Chapter 941 of the 1979 Statutes ••. may be impounded by respondent and 
held by him until such time as a binding precedent determining 
constitutional questions at issue herein is established by a California 
Appellate Court or such time as respondent determines that petitioner 
may obtain said funds in order to apply them to its unfunded liability 
to PERS for years prior to June 30, 1978. 
Goodman v. County of Riverside, Riverside Superior Court No. 
133871. 
On July 20, 1981, the Superior Court judge announced his intended 
decision that taxes levied by state water contractors (local agencies 
having contracts for water supplies with the State of California, 
.; imil ar to the contracts of Desert Water Agency and San Gorgoni o Pass 
Water Agency) to provide funds to make paymen+ s on their state water 
ontracts are taxes levied to pay 11 i nterest and reden1pt ion charges on 
any indebtedness approved by the voters" prior to July l, 1978. 
Notice of appeal filed October 29, 1981 (4 Civ. 27400) • 
• 




The t al court sustained defendant•s demurrer to petition for writ 
mandate and to complaint for declaratory relief for reasons 
order entered by the court in City of Watsonville v. 11 
resolved the issues and that the stipulation entered into 
parties in that case established the law of the case with 
the parties. The city appealed (1 Civ. 51098). 
On July 1, 1982, City's motion for Summary Disposition 
denied. Motion to advance case on calendar granted. 
Appea 1 
CitX of Watsonville v. All Persons Interested in the Matter of the 
Valld1ty of an Add1bonal Property Tax to be Levied on Behalf of 
the City of Watsonville Necessary to fvleet all Obligations of the 
City to the Public Emp1oyees Retirement System, Santa Cruz 
Superior Court No. 74507 • 
Superior Court determined that it should rule on the merits of the case 
rather than on the basis of res judicata or collateral estoppel and 
adjudged that the levy of an additional property tax by the City of 
Watsonville to fund its retirement system costs is invalid and 
unconstitutional as it is in violation of the property tax li tations 
of Article XIII A. The city appealed (1 Civ. 52952). 
On July 1, 1982, City•s motion for Summary Disposition of 
denied. Motion to advance case on calendar granted. 
Attorney General Opinion: 
No. CV 78-90, August 18, 1978, 61 Ops. Cal. Atty. Gen. 
The opinion concludes that property taxes levied by local 
districts necessary to provide for payments to the state under 
state water supply contracts fall within Section l(b) of Article 
X II I A as indebtedness approved by voters insofar as the 
approved the $1.75 bi 11 ion bond indebtedness under the 
Burns-Porter Act in 1960 and the contractual scheme to support the 
system and pay the indebtedness. 
No. CV 78-119, April 18, 1979, 62 Ops. Cal. Atty. Gen. 209. 
The opinion concludes that under provisions of Article XIII A 
school districts may continue to fund new school ion 
through voter-approved bonds and lease-purchase agreeme if t 
indebtedness was approved by the voters prior to July 1, 1978. 
No. CV 78-136, June 29, 1979, 62 Ops. Cal Atty. Gen. 339. 
The opinion concludes that property taxes levied rsu 
Section 16090 of the Education Code to repay apportionments made 
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under Sections 16310-16344 of the Education Code are exempt from 
the 1% property tax limitation contained in Section 1, Article 
XIII A, because the Building Aid Bond Laws were approved at 
statewide elect ions. Approva 1 encompassed a system of indebted-
ness which included levy of local property taxes to repay princi-
pal and interest on bonds. 
No. 79-623, October 4, 1979, 62 Ops. Cal. Atty. Gen. 553. 
The opinion concludes that the exception to the property tax limi-
tation provided by Section l(b) of Article XIII A applied to a 
portion of the territory of a reorganized or annexed school 
district when the voters did not initially vote to authorize the 
indebtedness attributable to either: (a) state school b~ilding and 
apportionment loans from state school bonds, provided such bonds 
were approved by the voters of the state prior to July 1, 1978; or 
(b) local school bonds authorized for issuance prior to July 1, 
1978, provided such bonded indebtedness was assumed by voters of 
such territory in bonded-indebtedness assumption election prior to 
July 1, 1978. 
No. 79-424, October 16, 1979, 62 Ops. Cal. Atty. Gen. 589. 
The opinion concludes that a fire protection district may not 
exceed the 1% limitation contained in Section 1 of Article XIII A 
for the purpose of obtaining revenues to pay an indebtedness 
incurred pursuant to Section 13917.5 of the Health and Safety Code 
prior to July 1, 1978, whether or not such action is necessary to 
avoid default of the obligation of the district•s contract. 
Section 13917.5 provides that members of a fire protection 
district board may vote to incur indebtedness to acquire all 
necessary lands, facilities, and equipment; such indebtedness is 
clearly not approved by voters within the meaning of Section l(b) 
of Article XIII A. The opinion further concludes that Article 
XIII A does not constitute a substantial impairment of contracts 
in question. 
Legislative Counsel Opinion: 
No. 13201 Property Tax Limits -
The opinion concludes as follows: 
1. A charter city may levy property taxes in excess of the 
limits contained in Article XIII P to make payments on 
indebtedness i nc·urred under contractua 1 ob 1 i gat ions entered 
into prior to July 1, 1978, pursuant to the authority of 
retirement and pension system provisions of the city charter, 
if the indebtedness was spec if ica lly approved by the voters 
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prior to July 1, 1978, or if the 
avoid impainnent of the obligation 
taxes to pay any indebtedness resulti 
obligations entered into after than date wou 
the limitations of Article XIII A regardles 
city charter provisions were approved. 
2. Section 2237 of the Revenue and Taxation 
charter city to 1 evy an ad va 1 orem p 
annual payments for the interest and princi 
ness approved by the voters prior to July l, 
city may levy an ad valorem property tax on 
incurred pursuant to contractual obligations 
prior to July 1, 1978, pursuant to the 
voter-approved city charter provisions au zi 
to enter into contracts relating to the reti"'"'m'0 "' 
employees. 
3. The Legislature could not prohibit a ch 
imposing a property tax on real property for 
paying the interest and redemption charges on 
ness incurred as a result of contractual ob 
prior to that date if the tax levy is 
avoiding the impairment of such contracts. 
197 
